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(PANY DESCRIPTION 
ii Ltd. is a fully integrated Canadian oil and gas enterprise engaged, 
1, subsidiaries, in the exploration for and production of crude oil and 
| vas, the refining of crude oil and the wholesale and retail marketing of 
| netroleum products. It is also engaged through subsidiaries in the pipeline 

snission of crude oil, natural gas and finished products, in the warehousing 
ocessing of steel products and in the production and marketing of briquets 

¢ charcoal products. 


hares of Husky Oil Ltd. are listed on the Toronto, Montreal and American 
'xchanges. Approximately 68% of the common shares of Husky Oil Ltd. are 
NOVA, AN ALBERTA CORPORATION. 


Form 10-K 
e official symbol in all languages Copies of the Company’s 1980 Annual 
International System of Units Report on Form 10-K filed with the 
vstem) which is administered United States Securities and Exchange 
la by The Metric Commission. Commission, including financial state- 


ments and exhibits, will be provided 
without charge, to shareholders who 


nual Report, statistics are send written requests to the Office of 
iin c) terms. The more the Secretary of the Company at Husky 
neasurements of barrels, feet, Oil Ltd., P.O. Box 6525, Station “D”, 
ind acres follow in brackets. Calgary, Alberta, Canada T2P 3G7 
Duplicate Annual Meeting 
al Report The Annual General Meeting of Share- 
Some holders of Husky Oil Ltd. securities holders of Husky Oil Ltd. will be held 
receive more than one copy of our in The Calgary Inn, Calgary, Alberta 
t and other material mailed on May 6, 1981 at 2:00 p.m. Formal 
shareholders. We make an effort to notice of this meeting and proxy 
liminate duplications of such mailings; materials are enclosed. 


however, if securities are registered in 
different names and addresses, multiple 
copies will be received. Security holders 
receiving more than one copy of material 
should contact either the Company or 
the appropriate registrar to consolidate 
their holdings of each security under 
one name. 


Cover Photograph 


Lioydminster heavy oil is 
“cleaned” and tested 
before being mixed with 
natural gas condensate to 
form a blended heavy 
crude. The blending makes 
the crude less viscous and 
enables it to be transported 
by pipeline. 
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Highlights of Operations 


Net Earnings Working Capital es Capital 
Per Share From Operations Expenditures 
Net Earnings ae 
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thousands of dollars 


Sal Conalac weer dun ese Ventles wameis Senet rt ies pane eh kg we deers « $1,282,598 $1,052,979 
\Wonkdingtca pital provided. OVrODERallONSe i... ,ion oar cs dee ewes bo 213,162 196,196 
NEWCAL lope men a aememn memes) Petter roe co. Ps tah oi, CoE Spin Peayg een gius Fn Re oa 92,082 93,100 
Nemeainingsspeh COMmMmoOnisiaren in GONATS)ic.4u. 0 cin 6 cect ee ea ee a es 1.18 1.20 
AD ICAIES eC LCSamee art Wma deer Iamesn fh. Reg MICE eee e dy! bos. ate eee 270,313 226,929 
VVOhiCIn Grea itaimat- end ObVeaninie seis Gok hint. a5 ae siete lasiala tes aned «va 106,365 66,092 
EOE mire led MCMC RO nV Calms ey times tect e.woccuesy of cote ora bh asehhseliaen e Sowah 6 284,818 190,835 


OPERATIONS 1980 1979 


Gross crude oil and gas liquids x % 

EOC GEICO TaN LIALTe Loach) Mints tame oe cies Wea tetera a Sesh nodes: stale oat acd 7849 49,370 8166 51,359 
Net crude oil and gas liquids 

TE OCLC EMME ILC Sn GellLWA etm iad nombre Ro MAA ce bares cite aan t fois, dence be dein 6302 39,640 6495 40,852 
Gross natural gas production 

(Cp LUV OTERO WY) M soaker go) When Cl ac ciga Ai ate en ca at ae OP 2949 104,644 2820 100,066 
Net natural gas production 

SVE WT SLSR O ERY) + wi oy o syric eaon hes toh CORRE NO Rene in RE 1919 68,122 1949 69,157 
ReHSLy anclines Wenhe lsc Clak iN) pamieh, Avs Gul hcisccectnceee MER spetle ars 6 Ge sets ¥ 3 9568 60,178 10030 63,083 
Relies DhOduGmsdlesmMiOAlel saliva teartit an eam waar ual xsok. fees ao 10083 63,416 11951 75,161 
DI CTTOCT OT Se eSTOliLlets mRMmennra Team rere ee gaan 1,209 ites) 


* Represents volumes in cubic metres. 
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FINANCIAL HIGHLIGHTS 


Husky’s net earnings for the year 
ended December 31, 1980, were 
$92.1 million or $1.18 per common 
share, down slightly from net 
earnings of $93.1 million or $1.20 
per common share in 1979. 


Sales and operating revenues 
increased by 22 per cent to $1,282.6 
million in 1980 as compared 

to $1,053.0 million in the previous 
year. Cash flow from operations 
improved by $17.0 million, or nine 
per cent, to $213.2 million in 

1980 from $196.2 million in 1979. 
Total provision for current and 
deferred income taxes totalled $60.6 
million in 1980 compared to 

$47.8 million the previous year. 


Capital expenditures for 1980 
amounted to $270.3 million, an 
increase of 19 per cent over the 
$226.9 million spent in 1979. These 
expenditures provided for continued 
improvement in Husky’s conventional 
land position and reflect a continuing 
commitment to accelerate develop- 
ment of heavy crude oil in the 
Lloydminster area. The increased 
capital expenditures along with a 
significant increase in inventory 
resulted in new long-term and 
short-term borrowing. The issue of 
long-term debt by the Company 
increased to $284.8 million, an 
addition of $94.0 million. 


Drilling rig operating off 
the east coast of Canada. 
Husky plans to commit 
up to $40 million for 
exploration on Canada 
Lands in 1981. 
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Shareholdings by NOVA, AN 
ALBERTA CORPORATION in Husky 
Oil Ltd. in 1980 remained constant 
and at year end were approximately 
68 per cent of the outstanding 
common shares. 


NATIONAL ENERGY 
PROGRAM 


On October 28 the federal govern- 
ment announced its new National 
Energy Program (NEP) in conjunction 
with the tabling of the budget. 
After examining in detail those 
elements of the NEP and budget 
which are known currently (certain 
regulations and other aspects are 
still being finalized and there have 
been indications recently that further 
adjustments will be made), the 
Company supports three stated 
public policy objectives of: 


1. Greater security of supply; 

2. A higher level of Canadian 
ownership and participation 
in the energy industry; 

3. An equitable revenue sharing 
system between governments 
and the industry. 


Additionally, the Company makes 
these criticisms of the NEP at the 
time of sending this report to print: 


¢ The price of energy to 
consumers in Canada and the 
netbacks being offered 
producers in various producing 
arenas are too low to allow the 
domestic balancing of supply 
and demand by the early 
1990's. 

e Primary production of many 
heavy oil wells, under the 
existing royalty structure in 
Saskatchewan combined with 
the new federal taxes and 
pricing, cannot recover basic 
costs and other wells are not 
generating sufficient cash flow 
to support routine maintenance 
requirements. 

¢ The combined regime for 
tertiary and enhanced heavy 
oil production does not 


encourage such production. 

e While the NEP intends to 
provide Canadian petroleum 
companies better opportunity 
to participate in frontier lands, 
the effectiveness of this 
intention is still not clear. 


Husky anticipates a satisfactory 
resolution of the impediments which 
now exist, but many major Canadian 
energy developments have probably 
been delayed by at least one year. 


Immediate effects of the NEP and 
budget are reduced cash flow in 
Husky Oil Operations Ltd. by about 
20 to 30 per cent. However, as a 
company with approximately 75 per 
cent Canadian ownership, Husky 
should be in a position to take 
advantage of some of the oppor- 
tunities that become available in 
the future, particularly in Canada 
Lands. 


OPERATIONAL HIGHLIGHTS 


During the year the Company 
participated in the drilling of 64 
exploratory wells in Canada and 
the United States excluding the 
Lloydminster area. In the Lloyd- 
minster area, Husky drilled or 
participated in an additional 85 
exploratory wells. 


In conventional areas of Canada, 
expansion of the exploration pro- 
grams continue and extend from 
southern Alberta to north-eastern 
British Columbia. In the United 
States, exploration was carried out 
in California, Nevada, Montana, 
Wyoming, New Mexico, Texas and 
Louisiana. 


Husky Oil has added substantial 
land positions in Indonesia and 
Brazil to the positions it already 
holds in the Philippines, Senegal 
and Pakistan. In addition, the 
Company has a small working 
interest in the North Sea. Exploration 
continues on Husky’s primarily off- 
shore acreages and production from 


Husky 


Report to the Shareholders 


Husky operates a thermal 
Enhanced Oil Recovery 
pilot in the Aberfeldy field 
east of Lloydminster 
involving four steam 
injection wells and 17 
producing wells. 


i 
: 
: 
i 
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Left: Drilling rig operating 
in Wyoming near Husky’s 
U.S. headquarters at Cody. 


Right: Model of Western 
Canadian Place, new Husky 
head office location, in 
Calgary scheduled for 
completion in 1983. 


Philippines’ acreage is expected to 
come on stream in mid-1981. 


A program of accelerated exploration 
and development in the Lloydminster 
area continued through 1980. A 
total of 226 gross development wells 
and 16 enhanced oil recovery (EOR) 
wells were drilled in the same area 
during the year. 


To facilitate further exploration 

and development in this area of 
Alberta/Saskatchewan, Husky 
implemented a concept of large 
block farmout projects. So far, a 
$35 million farmout has been 
placed with Gulf Canada Resources 
and a $45 million farmout has been 
arranged with Shell Canada 
Resources. 


Intensified research and planning 
on thermal, gas and chemical EOR 
processes is continuing. Drilling and 
construction of a 16.2 hectare 

(40 acre) steam pilot in Aberfeldy, 
Saskatchewan, was completed during 
the year. Also during 1980 Husky 
announced it was proposing five 
commercial scale enhanced oil 
recovery projects in Alberta and 
Saskatchewan which would be 
designed to develop a data base for 
subsequent commercial scale EOR 
operations. 


During 1980, a delayed coker 
installation became operational at 
the Cheyenne refinery. This facility 
now enables the Company to 
produce more gasoline and diesel 
fuel to meet market demands and 
at the same time reduces the 
Company's dependence on asphalt 
markets in the United States. In 
Canada, preliminary site preparation 
has been undertaken for an expan- 
sion of the Lloydminster refinery. 
When work is completed in mid- 
1982, the refinery will have doubled 
its Capacity and improved its 
efficiency. 


During the year an application for 
a new pipe line facility from Cold 
Lake to Lloydminster was filed 
with Alberta’s Energy Resources 
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Conservation Board. If approved, 
the pipe line facilities are scheduled 
to be operational by early 1982 and 
will provide greater security of 
supply for the expanded refinery 
facility in Lloydminster. 


At mid-year, Husky announced 
participation in a synthetic light 
crude oil refinery joint venture 
with Shell Canada Limited. The 
Company will have a 40 per cent 
interest in the refinery portion of 
this facility which is planned for 
Start-up in 1984. 


Recognizing the need to expand 
markets for heavy oil, Husky has 
joined with four other companies 
in the first phase of a joint under- 
taking that is expected to lead to 
the construction of a heavy oil 
upgrader in Saskatchewan. 


CanOcean Resources Ltd. (acquired 
by Husky in 1979) is being re- 
organized and is now headed by 
William A. Talley, Jr. as President 
and Chief Executive Officer. That 
company has recently embarked 
on a Campaign to make its high 
technology services related to 
offshore activity known worldwide. 


GENERAL 


The corporate re-organization which 
was initiated in 1979, was further 
refined in 1980. Husky Oil Company, 
the U.S. operating entity, based in 
Cody, Wyoming, is under the 
direction of L. Merrill Rasmussen 
as President and Chief Executive 
Officer. Husky Oil Operations Ltd., 
the Canadian operating entity, is 
developing a strong and separate 
Canadian management. The position 
of President of Husky Oil Operations 
Ltd. is vacant at the present time 
and the Chief Executive Officer 
function rests with the Chairman 

of the Board. 


Also recorded during the year is the 
appointment of Thomas C. Douglas 
and Brian E. Eidem as directors of 
the Company replacing David M. 
Kennedy and William F. Mitchell 
who resigned following considerable 
terms of service as directors of 
Husky. 


With the overall growth in Husky’s 
activities, there has been a corres- 
ponding growth in the organization. 
At year end, Husky had a total of 
3,768 employees. Of these, 1,110, 
including CanOcean, were in Canada 
and 2,658 were in the United States 
and beyond North America. 


This growth has brought about many 
changes. New employees are now 
joining with those of longer service 
to build an even stronger and 

more effective organization. The 
management of the Company wishes 
to extend its thanks to all employees 
for their loyalty and initiative 
throughout the year. 


ee 


S) Ry Blair 

Chairman of the Board 
March 20, 1981 
Calgary, Alberta 
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Canadian Petroleum Operations 
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Lloydminster Area, 
Alberta/Saskatchewan 
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HEAVY OIL DIVISION 
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Husky continued a program of 
accelerated exploration, develop- 
ment and Enhanced Oil Recovery 
(EOR) in the Lloydminster area 
during 1980. Severe heavy oil 
marketing problems and the 
unsettling impact of Canada’s 
National Energy Program to the 
basic economics of Husky’s 
operations combined to produce 
results that were not as good as the 
Company had anticipated. 


Heavy oil land holdings currently 
include a 19 300 hectare (50,000 
acre) tract near Fort McMurray in 
the Alberta Oil Sands, a 7 000 hectare 
(18,000 acre) tract in the Cold 

Lake heavy oil region and a 
dominant 688 000 hectare (1.7 
million acre) position checker- 
boarded through the heavy oil 
producing region of Lloydminster. 
During the year there were 
significant additions to the heavy 
oil division’s personnel complement. 


Approximately 350 of Husky’s 865 
Canadian employees work within 
this division. A strong recruiting 
program is providing valuable 
additions of experienced and 
talented personnel. 


An accelerated program of 
exploration and development 
drilling was continued and in 1980 
Husky drilled or participated in 226 
gross development wells and 85 
gross exploratory wells in the 
Lloydminster area. In addition, 16 
EOR wells were drilled in the area 
in 1980. Of this total of 242 
development and EOR wells, 213 
were completed and cased for 
production as oil, oil/natural gas or 
natural gas wells, while six were 
cased as service or injection wells 
and 23 were abandoned. 


Husky’s gross operated and non- 
operated oil production during the 
year was 3 830 cubic metres per 
day (24,090 b/d). Net production 
was 3 095 cubic metres per day 
(19,468 b/d). 


Cleaning plant and truck 
pit terminal at Tangleflags, 
north-east of Lloydminster 


During the year Husky implemented 
a concept of large block farmout 
projects and placed a $35 million 
exploration, development and EOR 
program with Gulf Canada Resources 
Inc. This program, which resulted 
in the drilling of 33 wells and the 
completion of a 600 kilometre 

(375 mile) seismic program in the 
Edam, Saskatchewan area, involves 
47 330 hectares (116,954 acres) of 
Husky leases. Gulf will earn a 50 
per cent working interest upon 
completion of the $35 million 


program over a six year period. A 
second farmout agreement was 
concluded with Shell Canada 
Resources in early 1981. It provides 
for Shell to commit expenditures of 
$45 million to earn a 50 per cent 
working interest in 64 750 hectares 
(160,000 acres) in the Lloydminster 
area. 


Intensified research and planning 
on thermal, gas and chemical EOR 
processes is underway. Husky has 
been active in this area of research 
for several years and currently 
operates two fire flood and one 
steam flood projects. Drilling and 
construction of an additional 16.2 
hectare (40 acre) steam pilot at 
Aberfeldy was completed during 
the year. Base line production test- 
ing and preliminary cyclic steam 


Laboratory tests monitor 
quality. 


injection is currently in progress 
and start of the steam flood is 
scheduled for commencement in 
early 1981. At Tangleflags steam 
injectivity and pre-pilot evaluations 
for another steam flood were com- 
pleted during the year. 


Husky 


Husky announced during 1980 that 
t was proposing five commercial 
nhanced Oil Recovery 
cts which would be designed 
elop the data base for 
1t expansion to full scale 
ial EOR operations. These 
’ would determine the 
1 economic viability of 
e flood and steam) 
al Enhanced Oil 
avorable conditions 
the Company 
ith this suite of 
ommercial-scale 


During the year work also pro- 
ceeded on a number of projects 
associated with the production 
and shipment of heavy crude from 
the Lloydminster area. Preparatory 
work was completed for a new 
warehouse facility and pipe yard. 
Considerable work was also done 
to upgrade the Lloydminster 
Hardisty pipeline system. 


An application for a new pipeline 
facility from Cold Lake to 
Lloydminster was filed with the 
Alberta Energy Resources Conserva- 
tion Board in July 1980. Husky 
proposes to construct a 305 mm (12 
inch) pipeline to transport blended 
heavy crude oil and a 152 mm (6 
inch) condensate pipeline between 
the two points. The “blend” is 
formed from adding one part 


natural gas condensate to about 
four parts heavy crude oil to 
produce a mixture of lower overall 
viscosity which is suitable for 


pipelining. 


Also included in the proposal is a 
Cold Lake cleaning plant and truck 
pit terminal. The initial line 
Capacity is designed for 2 945 cubic 
metres per day (18,525 b/d). If 
approved, the facilities are 
scheduled to be operational in 
early 1982. The pipeline terminates 
at the Husky refinery in Lloyd- 
minster and should provide greater 
security of supply for the expanded 
refinery facility. It could also 
provide additional supplies if an 
upgrader is constructed in the area. 


With the completion of the 1980 
program, Husky has in operation 
in this area a substantial complex 
comprised of 1,851 producing oil 
and gas wells, 1,084 injection, 
service, shut-in and suspended wells 
and 22 major batteries and truck 
pits with a number of associated 
satellites. There are 1 780 kilometres 
(1,106 miles) of laterals, gathering, 
flow and injection lines and the 

8 744 cubic metre (55,000 barrels) 
per day capacity pipeline system 
from Lloydminster to the Interpro- 
vincial pipeline system at Hardisty, 
Alberta. — 


CONVENTIONAL OIL 
AND GAS DIVISION 


The Conventional Oil and Gas 
Division is responsible for the Com- 
pany’s exploration and production 
activities in Canada with the excep- 
tion of heavy oil activities. The 
division has various interests in 
approximately 2,250 gross oil and 
gas wells located primarily in the 
province of Alberta. The majority 
of this oil and gas production is 
from varying interests in petroleum 
producing properties operated for 
Husky by others. The principal non- 


Top left: Team planning 
utilizes skills from inter- 
related disciplines. 


Below left: Blended crude 
oil storage facility under 
construction near the 
Husky pipeline terminal 
in Lloydminster. 


Below centre: Pumping unit 
operating in Lloydminster 
area. 


Right: Drilling rig in the 
Quirk Creek area of south- 
western Alberta. 
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operated properties include the 
Westerose oil and gas units, the 
Quirk Creek shallow field and the 
Sturgeon Lake field. Approximately 
two-thirds of the division’s produc- 
tion is generated from these 
holdings. The principal production 
volumes operated by the Company 
are the Donalda unit, the Quirk 
Creek deep field, the Gleneath unit 
and the Savanna Creek field. 


The division’s net crude oil 
production decreased approxi- 
mately six per cent due to natural 
declines in 1980. Net gas sales 
volumes decreased approximately 
11 per cent, mainly as a result of 
decreased nominations by pur- 
chasers. However, during the year, 
total petroleum income ‘ncreased 
approximately 15 per cent over 
1979 results due primarily to higher 
product prices. 


In an expanded exploration 
program extending from southern 
Alberta to north-eastern British 
Columbia, Husky participated in 36 
gross (23 net) wildcat wells which 
resulted in 15 gas and five oil 
discoveries. 


Early in the year the Cutbank 
exploration program in the Deep 
Basin of north-western Alberta was 
curtailed because of the low 
productivity of the wells and the 
lack of gas markets. Despite these 
constraints, four wells were cased 
and partially evaluated for potential 
gas production and the continued 
drilling preserves much of Husky’s 
land position in the area. Further 
completion or work in this area 
will probably be deferred until 
there is an improvement in gas 
markets. 


Husky continued with its plan to 
increase its land position in 
potential areas of conventional oil 
and gas production. The Company 
intends to establish a solid land 
base for growth beyond the heavy 
oil area and in support of this 
objective, is participating ina 
program to earn 34 800 hectares 
(86,000 acres) gross in the Blood 
Indian Reserve in southwestern 
Alberta. This will net 8 500 hectares 
(21,000 acres). In the same area, 
Husky purchased with partners an 
interest in permits and leases 
totalling 35 410 hectares (87,500 
acres) gross which will net 11 088 
hectares (27,400 acres). This acreage 
is in the same area as several oil 
and gas discoveries and exploration 
is planned to begin in 1981. 


Other significant land acquisitions 
were made in the Entrance, Ante 
Creek and Cremona areas of 
central Alberta. In total, Husky 
added 74 867 hectares (185,000 
acres) gross through purchases at 
Alberta land sales. This nets 28 490 
hectares (70,400 acres). In conjunc- 
tion with current programs on 
provincial lands, 6 300 kilometres 
(3,900 miles) of seismic were shot 
or purchased during 1980. 


Husky 


ith the introduction of the federal 
idget and the National Energy 


ram (NEP) in the fourth quarter 


he year, there were major 
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intends to aggressively pursue this 
opportunity to expand its activities 
in these regions. 


(VS So a a 
REFINING 
AND MARKETING 


Husky operates two refineries in 
Canada. A light oil refinery at 
Prince George, British Columbia 
produces gasoline, diesel and 
heating fuels, heavy fuel oils and 
highway asphalts. A heavy oil 
refinery at Lloydminster produces 
highway and specialty asphalts as 
well as some heavy fuel oils. 


At the end of 1980 Husky had 363 
marketing outlets located across 
Canada from the Ontario-Quebec 
border to Vancouver Island. 


During the year the tight refined 
product supply situation in Western 
Canada continued. As a result, the 
Company experienced light oil sales 
volumes similar to those of 1979. 
However, significant benefit was 
still derived from increased prices 
in the marketplace. 


Asphalt product sales volumes were 
down about seven per cent from 
the previous year due to poor 
weather conditions during the road 
construction paving season 

of 1980. 
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Thousands of 


Barrels Cubic Metres 
1980 1979 1980 1979 
Alberta s2y «sues so < ices 6 ale Aen 4,089 3,664 650 583 
BG oss diys aku cure. Seetdceea ae erect ee a ee 2,891 2,831 460 450 
ee Sree er ae ee ah PA AE RA Lk a aio 6,980 6,495 1110 1 033 
Barrels Per Day Cubic Metres Per Day 
1980 1979 1980 1979 
ninster Alberta eRe ne AES Orch Cero IA OG BFS) S'cr'o Go a's 11,173 10,039 1776 1596 
sOCOTRE, BiGi ness Gav akc 2) ade ee 7,898 oy, 1 256 eos 
ee eee ee re ee A RS Ee Guia eu 19,071 17,796 3 032 Does 


Thousands of Thousands of 


Barrels Cubic Metres 
1980 1979 1980 1979 
Refinery 
Cheyenne, WY OITHING ists se as ete, a hea eee eee 8,191 8,579 1 302 1 364 
Cody, Wyomilig: 22! acta hy as ces. cone ee 3,728 4,393 593 698 
North, Salt Lake; Utah 5.0 cn: < hice aieenl eee 3,126 3558 497 566 
lor. ae eee en eee Ske 15,045 16,530 2 392 2 628 
Barrels Per Day Cubic Metres Per Day 
1980 1979 1980 1979 
Refinery 
Cheyenne, Wyoming 
EA AOR keer RoR EPR an acm ARM hy ch OS Oe ye Ge ee 22,379 ees US 3 558 Sar 
ell pi ea SA Le ere eee es 10,185 12,035 1 620 1914 
ait Lake, Utah, cae aencecee ce ee 8,543 9,747 1 358 00 
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At mid-year, Husky announced 
participation in a light oil refinery 
joint venture with Shell Canada 
Limited. This 7 950 cubic metre per 
day (50,000 b/d) facility will be 

the world’s first to use synthetic 
crude oil as its exclusive feedstock. 
Husky will have a 40 per cent 
interest in the 6 360 cubic metre 
per day (40,000 b/d) refinery portion 
which will produce refined petroleum 
products, but is not participating 
ina 1590 cubic metre (10,000 b/d) 
benzene manufacturing facility at 
the same location. The refinery will 
be constructed near Scotford, north- 
east of Edmonton, Alberta. Husky’s 
share of the cost of the refinery 
planned for start-up in 1984 is 
expected to be about $200 million. 
The facility is being designed to 


increase Capacity in the future to 

11 100 cubic metres per day (70,000 
b/d). An industrial development 
permit has been received and engi- 
neering, design and site preparation 
are proceeding. 


At Lloydminster, Husky is expand- 
ing its asphalt refinery from 

1.910 cubic metres per day 

(12,000 b/d) to 3 970 cubic metres 
per day (25,000 b/d). This expansion 
will provide additional capacity for 
the processing of Canadian heavy 
oil and will further improve Husky's 
supply of asphalt to areas which 
have experienced shortfalls in 
recent years. 


The anticipated cost of this facility 
is approximately $80 million. The 


expanded Lloydminster refinery has 
been granted an industrial develop- 
ment permit and engineering, design 
and site preparation is proceeding. 


The continued diversification of 
selected service station outlets is 
continuing. The objectives are to 
improve the Company's image and 
service to the public. Some full 
service stations are being converted 
to self-serve with convenience 
stores being added and modifica- 
tions are being made to stations 

to better meet customer needs. 


The speciality of Husky's marketing 
system is the 39 car/truck stops 
stretching from the Ontario-Quebec 
border to Canada’s west coast. 
These facilities are significant 
contributors to profitability and 
account for 30 per cent of light oil 
sales volumes. A car/truck stop is 

a large diesel and gasoline facility 
positioned on major and secondary 
cross-Canada highways. Each 
car/truck stop provides a large 
paved parking area and incorpo- 
rates a Husky House restaurant 
which remains open 24 hours a day 
— 365 days a year. Many also 
provide special facilities for drivers 
such as showers and truck bays. 


The car/truck stop system is under- 
going renovation and expansion 
Additional car/truck stop facilities 
will be added in 1981. 


Top: Husky will expand 
its Lloydminster asphalt 
refinery using the area 
shown in the foreground 
The expansion will be 
completed in 1982. 


Below left: Worker at 
Prince George refinery. 


Below right: Refinery loading 
facilities 


Husky 


During the fall of 1980 difficulties 
were encountered in marketing 
heavy crude oil which resulted in 
production cutbacks varying from 
10 per cent to 50 per cent. At 
the end of September Husky 
announced a 50 per cent 
reduction in its production and 
purchase of Lloydminster, 
Nainwright and Wildmere heavy 
crude oil. On October 23, Husky 
announced the sale of 635 640 

ubic metres (4 million barrels) of 
avy crude oil to a U.S. refiner. 

sale and other contracted sales 

enabled Husky to return to full 
production through the balance of 
ne year. 


L, 


sibility and engineering studies 
a heavy oil upgrader continued 
rough 1980. Husky has now joined 
with four other companies in the 
first phase of a joint undertaking 
that could lead to the construction 
of a heavy oil upgrader in Saskatch- 
wan. The Company is co-ordinating 
he Phase | work to determine 
process, feedstock, size and location 
f the facility. 


GENEF 


RAL 


The recent growth in Husky's 
operations and activities has 
created a demand for a much 
expanded staff in Calgary and 
Lloydminster. In 1980, Canadian 
staff was increased from 665 to 865 
over the year. Total Canadian Husky 
employment, including CanOcean 
employees, now stands at 1,110. 


An aggressive recruiting program 
has been mounted to attract 
additional talented and high quality 
employees to Husky. In co-operation 
with operational departments, 
special training and development 
programs are being developed to 
maximize the potential of Husky’s 
human resources. 
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To provide office facilities for this 
growing employee population, 
Husky will build a new office 
complex in downtown Calgary. The 
complex, named “Western Canadian 
Place”, will be constructed by Trizec 
Corporation under a joint venture 
agreement with Husky. There will 
be two towers of 42 stories and 32 
stories in height, separated by a 
four storey Atrium Park. Construction 
will begin in April 1981 with 
completion scheduled for mid-1983. 


In Lloydminster, Husky recently 
completed a four storey addition to 
the existing two storey office facility. 
Plans have recently been initiated 
to develop an additional office 
building to be located at the refinery 
Site. 


Subsidiaries 


HUSKY OIL 
INTERNATIONAL LTD. 


Husky, through subsidiaries, holds 
land positions in Brazil, Senegal, 
Pakistan, Indonesia, and a one-third 
interest in the Palawan region of 
the Republic of the Philippines. In 
addition the Company has a small 
working interest in eight blocks in 
the United Kingdom sector of the 
North Sea and fourteen blocks in 
the West German sector. 


In the Philippines, the area in which 
Husky has an interest totals 

1 380 000 hectares (3.4 million 
acres). This involves two service 
contracts located primarily offshore 
of Palawan Island where two oil 
fields are under development. The 
two-well Cadlao field is scheduled 
to come on stream in mid-1981 and 
the Matinloc field should 
commence production by early 
1982 and will produce from three 
wells. Production from both fields 
will flow into moored storage 
tankers for trans shipment to 
Manila. Two 1980 oil discoveries, 
Pandan and Libro will be further 
assessed. 


In Indonesia, Husky has entered 
into a production sharing 
agreement for the Peleng-Banggai 
block comprising some 1.8 million 
hectares (4.4 million acres) located 
offshore East Sulawesi. 


During September 1980, Husky 
acquired a 100 per cent interest in 
a 307 000 hectare (758,000 acre) 
Risk Contract block off the north- 
eastern coast of Brazil. A marine 
seismic program of 2 127 kilometre 
(1,320 miles) was completed by the 
year end. Husky has an option, to 
be exercised by September 15, 1981, 
to drill a well on that block. 


Husky has added an additional 

129 900 hectares (321,000 acres) to 
its 100 per cent controlled offshore 
Senegal concession. The Company’s 
land position in this area now totals 
2 130 000 hectares (5,259,000 acres). 
A 1570 kilometre (975 mile) marine 
seismic survey has been conducted 
and processing of the data is 
currently underway. 


In Pakistan, 483 000 hectares 
(1,194,000 acres) were surrendered 
during March 1980 in compliance 
with the terms of the Concession 
Agreement. Husky now has a 95 
per cent interest in 1 280 000 
hectares (3,158,000 acres) located 
onshore/offshore of the Indus 
region. A very shallow marine 
seismic survey is planned for 1981. 


In the United Kingdom sector of 
the North Sea, the Company 
participated in a gas and 
condensate discovery located on 
the common boundary between 
Block 15/30 and Block 16/26. A 
second exploratory well, to be 
drilled in Block 16/26, where Husky 
has a 10 per cent interest will 
commence in early 1981. Husky is a 
participant (11 per cent) in a group 
which acquired the adjoining Block 
16/27B of 5 500 hectares (13,500 
acres). 


Philippines 


Palawan Island Area | 


Cities Service 
Husky 


Matinloc 
Pand 
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In the West German sector of the 
North Sea, two wells are scheduled 
for 1981. One is located on 

Block H8 which has an area of 

40 000 hectares (98,500 acres). The 
Company’s interest is 17 per cent. 
The second well will be drilled at 
no cost to Husky on a farmout of 
combined Blocks J8 and J11. Total 
acreage is 81 000 hectares (200,000 
acres) and the well is planned for a 
deep test to 4 900 metres (16,000 
feet). Husky’s interest will remain 
at 7.5 per cent. 


A one atmosphere 
CanOcean diving capsule 
is lowered into the sea 
This unit allows workmen 
to operate in a “shirt- 
sleeves” environment 

at great depths 


CANOCEAN 
RESOURCES ELD: 


CanOcean Resources Ltd., acquired 
by Husky in late 1979, is primarily a 
developer, producer and servicer 
of systems for the exploration and 
production of hydrocarbons offshore. 
Activities of the Company include 
project management, engineering 
feasibility studies, research and 
development work, fabrication and 
manufacturing and operational 
activities of a subsea nature. 


A pioneer of one atmosphere 
systems for the production of oil 
and gas and other offshore hydro- 
carbons, CanOcean designed, built 
and installed the world’s largest 
subsea manifold centre and oil 
production system offshore Brazil 
in 1978. By August 1980, 
CanOcean’s client had achieved 
production of 6 137 cubic metres 
per day (38,600 b/d) of oil 
production from seven onstream 
wells. This represents an increase of 
4055 cubic metres per day (25,500 
b/d) over 1979 production figures. 
Head office for this international 
organization 1s New Westminster, 
British Columbia. 


Drilling and Production Information 
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Gross Wells 
Service 
and 

Oil Gas Injection Dry Total 
49 29 43 121 
215 19 6 28 268 
264 48 6 71 389 
7 4 17 28 
103 44 13) 11 171 
110 48 183 28 199 
2 il 3 6 

1 1 

3 1 3} 7 
58 34 63 155 
319 63 19 39 440 
377 97 19 102 595 


Oil and Gas Liquids 


1980 1979 
Gross Net Gross Net 


Thousands of Barrels 
Thousands of Cubic Metres 


Net Wells 
Service 

and 
Oil Gas Injection Dry Total 
36 2. 33 91 
197 2. 6 22 237 
233 34 55 328 
3 1 8 iw 
43 12 4 6 65 
46 13 4 14 WA 
1 1 2 
1 1 2. 
40 2S, 42 105 
240 24 10 28 302 
280 47 10 70 407 


ep SY SS i 


f Gross and Net Production 
5 ES A RSE Sa 


1,845 1,310 2,140 1,500 
293 208 340 239 
834 494 879 516 
133 79 140 82 

8,816 7,125 8,697 934 

1 402 1133 1 383 1102 
1 1 
11,495 8,929 Aiea 8,951 
1 828 1 420 1863 1423 
917 806 846 731 
146 128 134 116 
652 516 719 565 
104 82 114 90 
8 7 8 7 
1 1 1 1 
140 121 154 132 
22 19 24 21 
214 183 289 248 
34 29 46 39 
573 494 705 606 
91 79 112 96 
263 215 272 222 
42 34 43 35 
237 182 381 294 
38 29 61 47 
3,168 2,679 3,065 2,598 
503 426 487 413 
143 117 177 143 
23 19 29 24 
6,315 5,320 6,61 5, 
1 004 846 1 O59 ors 
259 259 414 414 
41 41 66 66 


14,508 
2 307 


18,747 
2 980 


Natural Gas 
1980 1979 
Gross Net Gross Net 
Millions of Cubic Feet 
Millions of Cubic Metres 

14,179 9,716 15,831 10,770 
399 274 446 303 
459 428 518 475 
13 12 15 13 
5,569 5,012 4,972 4,206 
157 141 140 119 
204 167 
6 5 
20,207 15,156 21525) 15,618 
569 427 607 440 
145 121 65 55 
3 2 2 
126 112 7228) 204 
3 3 6 6 
9,625 2,496 51D 1,404 
271 70 150 40 

47 47 

1 1 
5,286 4,552 6,010 SSD 
149 128 169 145 
916 803 590 494 
26 23 Ly 14 
235 191 845 686 
7 6 24 19 
1,620 1,389 1,841 1,561 
46 39 52 44 
78 59 104 85 
2 iz 3 1 
18,078 9,770 14,999 9,624 
509 275 423 271 
38,285 24,926 36,524 25,242 
1 078 702 1 030 711 


Operating and Reserve Information 
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1976 1977 1978 1979 1980 


Proven 
Net Reserves 


As at December 31, 
1980 1979 


Crude Oil (barrels) 


Canada 80,775,000 79,598,000 
United States 32,245,000 = 28,045,000 
International 1,473,000 

Total 114,493,000 107,643,000 


Crude Oil (cubic metres 


Canada 12 836 000 12 655 000 

United States 5 124 000 4 459 000 

International 234 000 

Tota 18 194 000 17 114 000 
Natural Gas (thousands of cubic feet) 

Canada 237,606,000 215,649,000 

United States 92,483,000 76,229,000 

Tota 330,089,000 291,878,000 
Natural Gas (thousands of cubic metres 

Canada 6 694 000 6 076 000 

United States 2 606 000 2 148 000 

Tota 9 300 000 8 224 000 
Probable 


Net Reserves 


Crude Oil (barrels) 


Canada 18,679,000 19,282,000 
United States 3,802,000 7,862,000 
International 2,002,000 

Total 24,483,000 27,144,000 


Crude Oil (cubic metres 


Canada 2 967 000 } 066 OOO 

United States 604 000 1 250 000 

International 318 000 

Tota 3 889 000 316 000 
Natural Gas (thousands of cubic feet) 

Canada 40,230,000 37,909,000 

United States 649,000 2,713,000 

Tota 40,879,000 40,622,000 
Natural Gas (thousands of cubic metres 

Canada 1134 000 1 068 000 

United States 18 000 76 000 

Tota 1152 000 1144 000 


Combined Proven and 
Probable Net Reserves 


Crude Oil (barrels) 


Canada 99,454,000 98,880,000 
United States 36,047,000 35,907,000 
International 3,475,000 
Total 138,976,000 134,787,000 
Crude Oil (cubic metres 
Canada 15 803 000 15 721 000 
United States 5 728 000 » 709 000 
International 552 000 
Total 22 083 000 21 430 000 


Natural Gas (thousands of cubic feet) 


Canada 277,836,000 253,558,000 


United States 93,132,000 78,942,000 
Total 370,968,000 332,500,000 
Natural Gas (thousands of cubic metres 


7 828 000 
2 624 000 


10 452 000 


7 144 000 
2 224 OOO 


Canada 
United States 


Total 9 368 O00 
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United States Petroleum Operations 


EXPLORATION 
AND PRODUCTION 


Husky has oil and gas producing 
interests in approximately 4,800 
gross wells located both onshore 
and offshore throughout the 

central and western part of the 
United States. Net daily oil 
production is now 2 544 cubic 
metres (16,000 barrels) and net daily 
gas production is 765 000 cubic 
metres (27,000,000 cubic feet). 


During 1980 the Company's pro- 
duction department participated in 
the drilling of 158 wells. This resulted 
in 43 net oil wells (103 gross), 12 
net gas wells (44 gross), and 6 net 
(11 gross) abandonments. The 


18 


development program has been 
successful in increasing the 
Company's reserves. 


The most prolific oil prospect now 
under development is the Little 
Sand Draw field in Wyoming. 
Husky has a 50 per cent working 
interest in this field. Six wells have 
been drilled in an expansion area 
of that field with four wells being 
completed as oil wells. Well 
pumping rates have ranged up 

to 143 cubic metres per 

day (900 b/d). 


Some limited step-out drilling in 
the Santa Maria Valley of California 
has indicated a potential for a 
number of follow-up locations. The 
Company has under lease an 
estimated 101 750 000 cubic metres 
(640,000,000 barrels) of heavy oil 


Steam generator at the 
Brooks Steam Flood pilot 
in the East Cat Canyon field 
in California. 


Husky has a 50 per cent 
working interest in the 
Little Sand Draw field in 
Wyoming. 


in place in California, much of 
which could be developed by some 
form of enhanced oil recovery in 
the future. 


A heavy oil steam flood pilot was 
put into operation in the East Cat 
Canyon field of California in 1980. 
This pilot will help Husky assess 
the potential recovery of the very 
substantial reserves in place in 
this area. 


Two recent natural gas discoveries 
are noteworthy. The Atoka Zone 
completion on the Diamond 
Mound prospect located north-east 
of Artesia, New Mexico, resulted 

in a 142 000 cubic metres per day 
(5.0 million cubic feet per day) 
production test. Husky has lease 
interests from 50 to 100 per cent in 
the surrounding 1 255 hectares 
(3,100 acres). The other gas 
discovery is located in Tehema 
County in northern California. 
Husky is currently completing an 
earning well that drill stem tested 
at 93 000 cubic metres per day (3.3 
million cubic feet per day) at 

1 097 metres (3,600 feet). Additional 
high quality shows have been 
encountered below this depth. Five 
hundred and twenty-six hectares 
(1,300 acres) are included in this 
farmin. 


Exploratory drilling operations in 
1980 involved participation in 28 
wells located in California, Nevada, 
Montana, Wyoming, New Mexico, 
Texas and Louisiana. To date, the 
program has resulted in the 
completion of six oil wells, five 
natural gas wells and one 
suspended oil well. One of the 
Company's most promising pros- 
pects, located in the Green River 
Basin — Unita Mountain Front area 
is drilling and is yet to reach its 
objective. 


In the Santa Maria Basin of 
California, three exploratory wells 
were completed as heavy oil pro- 
ducers. Between them these wells 
have added substantially to Husky’s 
reserve base and provided many 
additional development locations. 


An extensive seismic program is 
underway on the western flank of 
the Williston Basin in north-central 
Montana. Here, Husky has a 25 per 
cent interest in 222 577 hectares 
(550,000 acres) and exploratory 
drilling is scheduled for 1981. 


The Company has an excellent land 
position on the Wind River Indian 
Reservation in the Wind River Basin 
of central Wyoming. The Husky 
#3-34 Tribal Pavillion well provided 
shows of API 45 degrees light oil 
and has encouraged further 
exploration in the area. 


U.S. Oil and Gas Exploration 


In Crockett County, Texas, an 
exploratory well in which the 
Company has a 12 per cent interest 
was completed as a commercial 
gas producer from rocks of 
Strawn-Devonian age. It is a 
significant step-out from the 
production and enhances substan- 
tially the productive potential of 
adjacent lands in which the 
Company has an interest. 


To date, seven wells have been 
drilled as part of the Company's 
limited partnership participation in 
an exploratory drilling program 
located primarily onshore from the 
Gulf of Mexico. Two of these 
wells have been completed as oil 
producers from the Austin Chalk 
formation. A third well located in 
Louisiana was completed as a gas 
and condensate producer. Husky, 
as a member of a four company 


evaluation and bidding group, 
participated in the acquisition of 
four high potential tracts at 
Federal OCS Sale A62 for offshore 
Louisiana acreage. Preparations for 
drilling on at least one of these 
blocks is now underway. 


The Company’s increased efforts to 
acquire exploratory acreage 
resulted in a net 1980 increase of 
gross mineral interest leases of more 
than 303 351 hectares (750,000 
acres). Husky presently has more 
than 971 244 hectares (2,400,000 
acres) gross under lease and a net 
position in excess of 546 325 hec- 
tares (1,350,000 acres). 
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Husky 


REFINING 
AND MARKETING 


Husky’s three United States 
refineries are located at Cody and 
Cheyenne, Wyoming and North 
Salt Lake, Utah. The Cody and 
Chevenne refineries produce gaso- 
line, propane, diesel fuels, heavy 
oil fuels and highway asphalts. 

in addition, the Cody refinery 
produces packaged roofing asphalts. 


The North Salt Lake refinery 
produces gasoline, propane and 
diesel fuels. The plant also produces 
a heavy fuel oil which can be 
utilized as a refinery feedstock for 
further processing by the 

Cheyenne and Cody refineries. 


During 1980, a delayed coker 
installation became operational at 
the Cheyenne refinery. It provides 
the capacity to handle 1 431 cubic 
metres (9,000 barrels) per day of 
residual and asphaltic feedstocks. 
This facility now produces more 
gasoline and diesel to meet 
market demands and at the same 
time reduces the Company’s 
dependence on asphalt market 
conditions. 


The Cheyenne refinery cracker 
throughput was increased 20 per 
cent and with other modifications 
improved operating efficiency con- 
siderably. Computer crude stock 
blending among all three Husky 
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refineries maximized the value of 
raw materials to their finished 
form. Energy use was reduced 20 
per cent through modification, 
unit additions and insulation. 
Floating roofs installed on storage 
tanks helped reduce evaporative 
losses. 


Early in 1980 all three refineries 
experienced a seven week strike. 
Although the refineries continued 
to operate during most of this period, 
the Cheyenne refinery was shut 
down a portion of this time and 
this contributed to overall lower 
throughput in 1980. Settlement 
followed the industry pattern and 
extends through January 1982. 


The Company has a total of 771 
marketing outlets in the United 
States including 36 Husky car/truck 
stops. The Company markets its 
products in 17 western states. 


During the year, Husky instituted a 
more equitable rack pricing system 
to replace the dealer tank wagon 
pricing system. Under this new 
pricing system Husky receives a 
consistent gross profit per gallon. 


Subsidiaries 


(a 
GATE:GIIYsSTEEL 


Gate City Steel is a wholly owned 
subsidiary engaged in warehousing, 
distribution and processing steel 
and steel products. It also 
fabricates concrete reinforcing 
bars and substations for the 
electrical utility industry. 


During 1980 Gate City experienced 
a downturn in sales and profit- 
ability. Steel consuming industries 
liquidated eight million tons of 
inventory and this reduced 
purchases from steel service centers 
such as Gate City Steel. Despite 
the reduction in sales, Gate City 
earned approximately $2.3 million 
(U.S.) in 1980. With an end to 
manufacturers’ inventory liquidation 
and the expected improvement in 
farm equipment production, Husky 
is optimistic that Gate City will 
make improvements in 1981. 


Gate City Steel now has fourteen 
plants located in the northern, 
mid-west and Rocky Mountain 
regions of the United States. 


During 1980, a delayed 
coker installation went into 
operation at Husky’s 
Cheyenne refinery. 


HUSKY INDUSTRIES 


A wholly owned subsidiary, Husky 
Industries, Inc. is engaged in the 
manufacturing and marketing of 
charcoal briquets and associated 
outdoor cooking products as well 
as activated carbon which is used 
primarily for municipal water 
treatment. 


The Company currently operates 
eight plants located mainly in the 
mid-western and eastern regions of 
the United States with one plant 
facility located in the north-west. 


Six of the plants manufacture and 
market charcoal briquets. A 
seventh plant in Stamford, New 
York is engaged in producing the 
Company’s instant lighting charcoal 
product “Brix”, while the eighth 
plant located in Romeo, Florida 
produces activated carbon. 


During 1980, the Company initiated 
a campaign to establish “Royal 
Oak” briquets as a leading national 
premium brand and increased the 
sales volume of this label in excess 
of 40 per cent. The campaign 
coupled with re-organization of the 
sales and marketing department 
resulted in a net sales increase of 
approximately nine per cent over 
1979. In the same period Husky 
Industries earned $500 thousand 
(U.S.). This downturn from 1979 
was primarily attributable to the 
cost of the first year advertising 
program designed to introduce 
“Royal Oak” briquets nationwide. 


HUSKY OIL NPR 
OPERATIONS, INC. 


At the end of 1980, the Company’s 
contract with the U.S. Department 
of the Interior was extended for 
one fiscal year beyond its original 
five year term. The contract 
extension through the sixth year 
provides for the completion of two 
1980 wells. It further provides for 
drilling four new wells in 1981 and 
the operation of the camp and all 
support activities. 


At the conclusion of the 1981 
program, Husky will have drilled 27 
exploratory wells and completed 

18 000 kilometres (11,000 line miles) 
of geophysical surveys. 


Left: Multiple steel cutting 
equipment in operation at 
Gate City Steel 


Right: Exploration on 
the National Petroleum 
Reserve in Alaska 


Husky 


Financial Review 


MANAGEMENT'S 
DISCUSSION AND ANALYSIS 
OF FINANCIAL CONDITION 

AND RESULTS 

OF OPERATIONS 


Three Years Ended 
December 31, 1980 


OPERATIONS 


Consolidated sales and operating 
revenues increased 66% over the 
three years ended December 31, 
1980. Compared to the previous 
year, consolidated sales and 
operating revenues were up 36% in 
1979 and 22% in 1980. The most 
significant factor in the increase 
was related to sales of refined oil 
products which were up about 
$200 million in 1979 and about 
$160 million in 1980. In both years 
higher prices received for refined 
oil products in the United States 
was the major cause for the increase. 
In Canada, where sales of refined 
products increased about $32 million 
in 1979 and about $40 million in 
1980, approximately one-half of the 
1979 and all of the 1980 improve- 
ment resulted from higher prices. 
Sales volumes in the United States 
were up 4% in 1979 and down 21% 
in 1980. The decline in 1980 
reflects conservation efforts by 
consumers. 


Consolidated sales and operating 
revenues also improved over such 
period as a result of greater 
revenues received from the 
production of crude oil and natural 
gas. Such revenues increased 
approximately $40 million in 1979 
and $42 million in 1980. In 1979 
nearly 40% of the increase was 
caused by higher prices received 
for crude oil and natural gas 
produced in the United States, 20% 
resulted from revenues received 

in 1979 from production in the 
Philippines and 10% reflected 
greater volumes of natural gas 
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produced in the United States. 
Most of the balance of the increase 
resulted from the production of 
crude oil in Canada which included 
a 5% increase in production 
volumes. In 1980 about 60% of 

the increase resulted from higher 
prices received for crude oil and, 
to a lesser degree, natural gas 
produced in the United States. The 
balance represented higher prices 
received for those products in 
Canada. Production volumes 
remained constant in both 
countries. 


Revenues received from production 
in the Philippines represent a 
recovery, under an exploration 
agreement, of certain exploration 
costs expended by the Company 

in that area. 


Sales from steel and charcoal 
operations were up approximately 
20% and 34%, respectively, in 1979. 
In 1980, sales from charcoal 
operations increased 10%, but sales 
from steel operations declined 4% 
reflecting a very slow steel market 
in the United States. 


Cost of sales and operating 
expenses increased 66%, the same 
rate as sales and operating 
revenues, over the three-year 
period. The rate of gross profit as a 
percentage of sales remained about 
the same in each of the three 
years. The most significant item 
affecting costs was the cost of 
crude oil refined in the United 
States which began escalating 
rapidly in the last part of 1979 and 
continued through most of 1980. 
Additionally, the Windfall Profits 
Tax, a new tax in 1980 on the 
production of crude oil in the 
United States, amounted to over 
$15 million. 


Selling, general and administrative 
expenses increased when compared 
to the previous year by 23% in 

1979 and 44% in 1980, or a 76% 
increase for the three-year period. 
The increase is primarily a result of 
expanded business activity, 
particularly activities related to 


the development of heavy oil 
reserves in Canada, a substantial 
charcoal advertising campaign in 
1980, the segregation and move- 
ment of Canadian administrative 
functions from Cody, Wyoming to 
Calgary, Alberta and general 
inflationary increases. 


Income taxes as a percentage of 
pretax earnings amounted to 41% 
in 1978, 34% in 1979 and 40% in 
1980. Generally, the reduced rate 
in 1979 reflects the utilization of a 
greater amount of tax incentives 
in relation to pretax earnings. 


In the United States the rapid 
escalation of both petroleum sales 
prices and crude oil costs during 
this period was due to changes in 
the world spot market and the 
gradual decontrol (complete 
decontrol became effective on 
January 28, 1981) of crude oil 
prices. The United States 
Government has imposed a 
Windfall Profits Tax on oil 
producers which has reduced the 
profit that might have been realized 
as crude oil prices increased to 
world prices. Crude oil prices are 
expected to continue to rise. The 
market for refined products allowed 
the Company to raise prices 
enabling it to maintain a profit 
from the sales of those products 
and no significant change is 
expected at this time. 


In Canada crude oil prices are 
controlled and are currently about 
one-half of the world price. The 
Government of Canada has 
imposed an 8% production tax as 
well as offered certain exploration 
incentives effective January 1, 1981. 
It is expected that the government 
will allow prices to increase but it 
could be some time before the 
higher prices will offset the 
production tax. Also substantial 
new capital expenditure programs 
will not immediately produce 
revenues and as a result earnings 
from Canadian operations are 
expected to remain constant or 
decline over the next two to three 
years. 


Profits from steel operations were 
level between 1978 and 1979 but 
dropped in 1980. Some improve- 
ment is expected in 1981 but the 
operations are affected by the 
general economic activity within 
the steel industry. 


Profits from charcoal operations 
declined over the three-year period. 
A substantial advertising campaign 
was undertaken in 1980 in an 

effort to introduce a single brand 
name to all markets and to increase 
the sale of briquets. Improvement 
is expected in 1981. 


LIQUIDITY AND 
CAPIMALRESOURCES 


EEE aA RETAIN 
The Company is in a period of 
rapid growth as evidenced by the 
increase in Capital expenditures, 
which when compared to the 
previous year, were up 43% in 1979, 
19% in 1980 and are estimated to 
increase by more than 50% in 1981. 
The increase has been primarily in 
the areas of exploration for new oil 
and gas reserves, the development 
of proved oil and gas reserves and 
the application of enhanced oil 
recovery technology. As a result, 
the Company's proved crude oil 
reserves have increased slightly 
over each of the past three years, 
and proved gas reserves increased 
13% in 1980. 


The Company plans to maintain or 
increase expenditures in almost all 
areas of exploration and develop- 
ment. Special emphasis is planned 
for development of the Company's 
heavy oil reserves in Canada. 


In addition, the Company has 
entered into the first phase of a 
joint undertaking with four other 
companies that could lead to the 
design and construction of a heavy 
oil upgrading facility in Saskatch- 
ewan. The proposed facility would 
process heavy crude oil to the point 
that it could be utilized as feedstock 
for most existing refineries. The 
Company's cost is estimated at 
approximately $250 million. 
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During 1980, the Company an- 
nounced plans to expand its 
refining capacity at Lloydminster in 
Canada from 1 908 cubic metres 
(12,000 barrels) to 3 975 cubic 
metres (25,000 barrels) per day. 
Expenditures for the expansion to 
be completed in 1982, are esti- 
mated at $80 million. 


Also in 1980, the Company 
announced a joint venture with 
Shell Canada Limited to build a new 
refinery which will run exclusively 
synthetic crude oil as feedstock. 
The Company's share of the cost of 
the refinery, expected to start-up 

in 1984, is estimated at $200 
million. 


Much of the capital expenditures 
will be financed by cash flow 
from operations which amounted 
to $213 million during 1980 and 


Source of Funds 


is expected to remain fairly 
constant for the next couple of 
years. However, additional long- 
term financing will be required to 
meet the Company's goals and 
objectives. 


Bank financing has normally been, 
and is expected to continue to be, 
available and other sources may 

be explored as the need arises. The 
Government of Canada plans to 
award grants for certain expenditures 
which are intended to find or 
develop new oil and gas reserves, 
including heavy oil and tar sands 
projects. The Company has recently 


used farmout arrangements, 
including two significant agree- 
ments amounting to $80 million 
in which other companies have 
agreed to explore and develop 
certain properties in the Lloydminster 
area in exchange for a 50% working 
interest in those properties. The 
Company may continue to use 
such arrangements to explore and 
develop other oil and gas properties. 


INFLATION 


Inflation has had a substantial 
impact on the operations and the 
financial statements of oil and gas 
producing companies. The Com- 
pany’s sales and operating revenues 
and its cost of sales and operating 
expenses each increased 66% over 


Use of Funds 


Sales and 
Operating Revenues 


1.4 billions of dollars 


1976 1977 1978 1979 1980 


Husky 


the three-year period with very 
little change in the volume of 
products sold. Inventories that are 
sold must be replaced at a much 
higher cost. Depreciation and 
depletion provided on capital assets 
are not adequate to finance the 
replacement of these assets. The 
resultant inflated profits are taxed 
as if the profits were real. The 
Company has not attempted to 
measure inflation adjusted earnings 
at this time. 


The Company has had the ability 
to raise prices to compensate for 
increased costs and maintain a 
profit, but this ability will continue 
to be subject to market constraints 
and government regulations. 


2S 
GOVERNMENT POLICIES 


AND REGULATIONS 


SONAR SLL 
On October 28, 1980, the Govern- 


ment of Canada introduced a 
budget and The National Energy 
Program. The proposals announced 
include changes in crude oil and 
natural gas pricing and taxation 
and outline a number of ap- 
proaches to increase Canadian 
ownership of the petroleum 
industry, including measures 
designed to give competitive 
advantages to Canadian controlled 
entities. Implementation of these 
measures will have a major impact 
on the entire petroleum industry 
in Canada including the Company. 


The Company cannot accurately 
predict the extent of the impact of 
these measures on its future opera- 
tions. If all the measures are 
implemented as proposed, the 
Company anticipates, as indicated 
earlier, that their relative impact 
would be to reduce 1981 net 
earnings. However, the long term 
effect of these proposed measures 
on the net earnings may be more 
favourable to the Company as 
substantial incentives are to be paid 
in cash to enterprises which have 
certain requisite levels of Canadian 
ownership and are Canadian con- 
trolled. The Company is Canadian 
controlled and has concluded that 
it would qualify for the maximum 
level of incentive grants. 


CAPITAL EXPENDITURES (thousands of dollars) 1980 1979 1978 1977 1976 
| op se aa aL YL a 
Zilelciie (keer Ahearn RO rr da $118,378 $ 79,913 $ 36,341 $33,170 $21,144 
Producing properties and pipeline facilities......... 102,646 93,135 59,308 SES) 21,154 
Refining andimmarketnie cntaeesr alc oar reuse eee 35,392 38,743 40,734 19,482 42,866 
Other Rages rer ee dete ease tral @ Acetone een eee 13,897 15,138 21,914 8,063 13,493 
‘Tete Petre een nee ek. ee terns 2 Ce ee $270,313 $226,929 $158,297 $96,070 $98,657 
ae ne Nee Sm RR pc Ma SED TI S208 AP WN DEAN TL LA TOBIAS TICLE RATO TESA MIST PEDDIE APUPS TESS OS 
MARKET First Second Third Fourth 
INFORMATION Quarter Quarter Quarter Quarter 
Market price per share 
6% Cumulative Redeemable Preferred Shares 
Series A 
1980 High $39.50 $37.25 $37.00 $36.00 
Low 33.75 34.25 32.75 33.25 
1979 High 43.00 44.00 43.50 41.00 
Low 41.00 42.13 40.75 37.20 
Series B 
1980 High 38.00 35.75 37.00 33.50 
Low 34.75 33.00 33.13 29.75 
1979 High 43.00 43.50 45.00 40.25 
Low 39.50 41.75 39.25 35.50 
* Common Shares (per Toronto Exchange) 
1980 ae 14.50 17.75 19.75 20.63 
Cy 9.64 11.04 16.25 16.00 
1979 ney 7.46 8.68 11.00 11.00 
fe OW 6.14 HIS, 8.00 9.14 
* Dividends per Common Share 
; ced $0.071 $0.075 
0.071 0.071 


Information has been adjusted to reflect the subdivision of the Company’s common shares on a seven for one basis, effective May 16, 1980. 
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Financial Statements 
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Consolidated Statements of Earnings 


Husky Oil Ltd. (stated in thousands of dollars) 


Year ended December 31, 


1980 1979 1978 
Sales and operating revenues .........-..------ +--+ +e e etter ercee $1,282,598 $1,052,979 $772,752 
Costs and expenses 
Cost of sales and operating expenses .........-----+-++++---------- 912,140 747,347 549,219 
Selling, general and administrative 
EXPENSES of heed aos He edhe Soe EER eae Oe tegen an 83,797 58,379 47,511 
Interest (net of interest income of 
$2,375 in 1980, $1,495 in 
4979 and $1,855-in, 1978) (note 6) \s . 7. Ss os 2s Ae ee eee 49,395 34,165 17,892 
Micrpllanenus > ReEs Pak es oo pecs 2h. 2 ee oe Se ae eee (3,858) (2,881) (1,923) 
Depreciation and amortization. ...........-----+-+-+--++++-+-+-+--- 43,318 33,694 27,390 
Bepletion 20.0 ts ye cae el > 2 ete ois Bs SER ee 43,217 39,044 22,420 
Foreign currency exchange loss (gain) .......-------+++++--+++++-- 1,809 2,224 (1,226) 
Minority interest in earnings of 
consolidated subsidiary 345 2: ...3 oe ad.e Soe ~ oes ae ee 69 84 998 
1,129,887 912,056 662,281 
Eamings before income faxes'2840° 4325 5. Sas pose ee eee 152,711 140,923 110,471 
Income taxes (note 7) 
CONTENT. oh ek beaks bnbeale tna en dy Bye re meee ae eee ype FFs (1,560) 24,969 
PIT Oe eae Pa. Geka! ahs Sbinel ake aaa Be aes Se En eS Cae 53,302 49383 20,305 
60,629 47,823 45,274 
NEE ar THAS ose ee BS rte is Senn soca ge le a ere he _$ 92,082 $ 93,100 $ 65,197 
Nei carmnings per Common Share 3.340554 205 oa ei.4- bison tee See $ 1.18 $ 1.20 S$ 0.84 


See accompanying notes to consolidated financial statements. 
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NTS OE IOI LAI 
Consolidated Statements of Retained Earnings 


= =" tn 


erste —~ +h 


Balance at beginning of vear $311,854 $227,180 $172 


Gain on redemption ejerred share 125 66 
pypesicam 92,082 7 
404.061 373,352 2 
Deduct 
Deosearrac Hara 4 
: . a 4 =o 


- Husky 
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Consolidated Balance Sheets 


Husky Oil Ltd. (stated in thousands of dollars) 


December 31, 


Assets 1980 1979 
Current assets 
Cash oc eee wd © anes Dn hd lend ene cee ae ee ee $ 14,631 $ 17,490 
Accounts and notes receivable (notei3) ve «400. ee a ee ee ee 240,741 244,020 
Inventories: (note 4) 284 Sew REN A Renee ee Sn en ee ae ee 275,672 167,799 
Prepaid \exp@nses Se 5 av oo Wepe aysned ec chen oN Ub hs ee ce a 2,381 1,329 
Total ‘cufreriteassets joe cic ccecn sad ches ince ee eo ee ae 533,425 430,638 
Property, plant and equipment - at cost, based on full cost accounting 
Oil-and'gas' properties and equipment 2224 .fis"5 Si ca ere enone er erence 762,198 583,267 
Refining, manufacturing, marketing, transportation 
facilities and ‘other assetsetn es ewe ek Sik aha ee ec 453,924 392,642 
Accumulated depreciation and amortization. 22). 52 == ores ee ee (239,763) (203,210) 
Accumulated depletions iii ieesas ete bal ee en ee (123,048) (103,273) 
853,311 669,426 
Other assets -.at'cost less amounts written Offeo... 22-5 3 ae oe 15,401 18,454 


$1,402,137 $1,118,518 


See accompanying notes to consolidated financial statements. 
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Liabilities and Shareholders’ Equity 
Current liabilities 
Notes payable to banks (note 5) 


Other accrued liabilities 
Deferred income taxes 


Bie Perini ei Ole ©) ree oo Rs ee doer, CoueE Ree Jo hn wR 
PRAT erreU INCOME TAXES (outlet. soe 2 6c es wae © ss cae ears oe Og 
Deferred production income.............................. 


Minority interest in consolidated subsidiary.................. 


Cumulative, redeemable preferred shares - 
Yield $3; authorized 616,250 shares, 
issued 142,223 shares in 1980 and 
151,023 shares in 1979 (aggregate 
preference on involuntary or mandatory 
redemption value of $7,504 in 


ROObaicaty opine 7oumMete OG) ctaree wea. oes ge fla hea ses t 


Common shareholders’ equity 
Common shares, unlimited number of shares 
without nominal or par value authorized; 
issued 78,467,648 shares in 1980 and 


el, Ass eabes Marko VOLE) «ack g4244 6 4 eee clos sda ers & 
Ser Pale Capital (NOC) erg ., 4 0 6 ee sae soe ee wees 
BeLaiien earmines (MOLES 2 ANC ©) sci. cca ye 2 5 4 Bi ae ok ew GOS we 


Commitments and contingencies (notes 12 and 13) 


ee 


On behalf of the Board S. Robert Blair, Director 
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Womounts payable trade.) o.oo canes cs ssecssccce acl. 


December 31, 
1980 1979 


Snell Bron ae $ 192,060 $ 146,942 


EAE OTTER fae! 158,672 153,141 
hen ai ae Ae 22,344 Bako): 
Se orate 42,154 25,570 
PA Se reat 11,830 1902 


tga Aa eden 2 427 ,060 364,546 
NE age are 284,818 190,835 _ 
Ste a eu enee 160,263 123,288 


a ees Y 12,778 6,998 
Nea ne are 1,895 
erent 7,111 71551 
oO er ar 14,704 11,103 


eee ee 103,175 100,448 
De ctsWin seen G 392,228 311,854 


510,107 423,405 


$1,402,137 $1,118,518 


Bape 


William C. Rankin, Director 
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Consolidated Statements of Changes in Financial Position 


Husky Oil Ltd. (stated in thousands of dollars) 


Funds provided 
Net earnings ax erecta Stee ab a Wee eee Rode fone tice eres chee goes ea ea 
Add (deduct) items not affecting working capital 
Depreciation, depletion and amortization ....................-- 
Deferred income: taxes tis 6 ee eee ec See a epee eee ae 
COREE AS ie i he ee EE egy rh eee eet ee a 


Working capital: provided by operations (2. 205 2s wens marci ere 


Issue of common shares and capital 

contributions trom the. parent Companys seis he een 
Sale GhASsetsiicd Pee ce hit totan. ease nk RE GOn ot te Nees eee cae 
fsstie of lona-ternimsce Dees orc sack Satya es Haire mere ae bates oe 
Increase (decrease) in deferred production income................. 
yas) SARE ALO 7 RRR meDhp eaigrnn a tne CMM EARS LT Smee Nh I er Ren nshs SPS 


Funds used 
Additions to property, plant and equipment.....0. 22... 1.5. 22050 
Acquisitiomofinterest in Subsidiary aaa a.dee mes centres seen ree 
Reductionindong-term debtst. hack cok at eraes ert ee a ones 
RetiremenGor prererred Sharesia. ota > apacss one: ci Pas ae ee ee 
Dividends 
Preferred -SWaAreS~ mal flak rds Sees Gee eee ee A ee ee 
CONIMMON GSiaLGS crac Aas + 2). Atrevee ep ke ce Sac EEE Sn eh tee tee ee a 


Increase (decrease) in working capital............................. 


Changes in components of working capital 
Increase (decrease) in current assets 
Cash 


Increase (decrease) in current liabilities 
Notestpavables Sry ii tiouy h sree ai stn el vine RN rer Re rit Soe Cay Ronee are 
Accounts payable - trade 
Other accrued liabilities 
Deferred income taxes 


Increase (decrease) in working capital 


See accompanying notes to consolidated financial statements. 
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Year ended December 31, 


1980 


1979 


1978 


$ 92,082 $ 93,100 $ 65,197 


86,535 

36,975 

(2,430) 
213,162 


6,328 
5,129 
109,261 
5,780 
1,941 


341,601 


270,313 
2,874 
15,993 
315 


434 
11,399 


301,328 
$ 40,273 


$ (2,859) 

(3,279) 
107,873 
1,052 


102,787 


45,118 
5,531 
(949) 
16,576 
(3,762) 
62,514 


12430 
31,550 
(yt 92) 


196,196 


pa sy 292 
8,370 
61,219 
4,180 
(5,792) 


266,695 


226,929 
Sons) 
19,426 
162 


460 
11,038 


2617933 
ney ike 


nes} 24 © 
80,482 
39,011 
309 


125,072 


78,404 
17,736 
2,683 
17,808 
3229 


119,910 
oro) lo? 


49,810 
203359 
(6) 
135,334 


1,833 
2,962 
25,470 
Gh729) 
u29 


164,599 


A5G,297 


itp 
239 


469 
10,964 


181,885 
$ (17,286) 


$ =(230) 
48,552 
23) 102 
236 


73,660 


41,957 
46,529 
(4,300) 
934 
5,826 


90,946 


$ 40,273 


$ (17,286) 


a Ten area aT ee 


Notes to Consolidated Financial Statements 
Husky Oil Ltd. December 31, 1980 


1. Significant Accounting Policies 


The consolidated financial statements are presented on the basis of 
accounting principles generally accepted in Canada and include the accounts 
of all subsidiaries. All subsidiaries are wholly owned after the acquisition 
during 1980 of a 10% interest in Husky Industries, Inc. Approximately 68% 
of the shares of Husky Oil Ltd. are owned by NOVA, AN ALBERTA 
CORPORATION. 

The accounts of United States subsidiaries have been translated to 
Canadian dollars as follows. Current assets and current liabilities are 
translated at the rates in effect at the balance sheet dates. All other assets 
and liabilities are translated at rates in effect at the time the transactions 
occurred. Revenue and expense items, except for depreciation, depletion 
and amortization which are translated at the rate applicable to the related 
asset, are translated using average rates for the year. Foreign currency 
exchange gains and losses are included in earnings. 

Inventories are valued at the lower of cost, ona first-in, first-out basis, 
or net realizable value excluding materials and supplies which are stated at 
average cost. Refined oil product inventory costs are determined by allocating 
costs to products on the basis of the relative market value of the products. 
The costs consist of raw material, labor, manufacturing overhead and 
loading and shipping costs. Interdepartmental profits are eliminated. 

Substantially all of the Company’s exploration and production activities 
related to oil and gas, are conducted jointly with others and accordingly 
the accounts reflect only the Company’s proportionate interest in such 
activities. 

The Company employs the full cost method of accounting and 
capitalizes all North American exploration and reserve development costs 
into three cost centers; the United States, the Lloydminster area of Canada 
and all other areas in Canada. These costs are depleted, by cost center, ona 
composite unit-of-production method, based upon proved developed reserves 
as estimated by Company engineers and in 1980 confirmed by independent 
consultants. 

The cost of acquiring, exploring and developing oil and gas interests 
outside of North America has been capitalized pending the outcome of 
exploration in each area of interest. These costs are being amortized ona 
straight-line method at an annual rate of 20% pending reserve development. 
Unamortized costs will be depleted by the method set forth in the preceding 
paragraph if sufficient reserves are developed. The unamortized costs of 
an abandoned area are charged against earnings at the time of abandonment. 
Unamortized costs at December 31, 1980 and 1979 amounted to $19,731,000 
and $22,533,000, respectively. 

During 1980 and 1979 the Company received revenue under an 
agreement with the Philippines government and other exploration partners 
from production of crude oil in the Philippines area. The revenue represents 
a recovery of certain exploration costs expended by the Company. 
Accordingly, related costs are being amortized on a unit-of-production 
basis. 

Depreciation of certain production equipment is provided by the 
unit-of-production method. Depreciation of substantially all other depreciable 
assets is provided by the straight-line method at rates based upon their 
estimated useful lives as follows: 
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Notes to Consolidated Financial Statements 
Husky Oil Ltd. December 31, 1980 


Classification 


____Rate 

Buildings and storage tanks Spehes orllh 
Refineries and pipelines 40 - 6.3% 
Equipment, machinery and leasehold 

improvements 10.0 - 20.0% 
Production equipment (excluding 

equipment depreciated by unit-of- 

production method) TA = AOIOYS 
Transportation equipment, furniture and 

fixtures and other depreciable assets 20:0% 135-376 


Repairs and maintenance costs are charged to expense as incurred. 
Renewals and betterments are capitalized. At the time of disposition of 
property, the accounts are relieved of the asset values and accumulated 
depreciation and any resulting charges or credits are carried to earnings 
except that normal retirements of the asset value of depletable oil and gas 
properties are charged against the accumulated allowance for depletion. 

Other intangible assets are being amortized on a straight-line basis 
over their estimated lives. 

Proceeds received pursuant to take-or-pay provisions of gas sales 
contracts are deferred and taken into income as production occurs or upon 
expiration of the contract period. 

Amounts received from the Saskatchewan Provincial government 
relative to its oil and gas incentive regulations are credited against provincial 
royalties. 

Incentive recoveries, from provincial governments, relative to 
exploration activities are accounted for as a reduction of capital expenditures. 

The retirement and pension plans of the Company and its subsidiaries 
are available to substantially all permanent employees. The policy is to 
fund accrued pension costs as determined by actuarial studies. The unfunded 
past service costs are being funded and charged to operations over periods 
ranging from 5 to 20 years. 

Beginning January 1, 1980 the Company capitalized interest on 
significant capital projects which take a period of time to construct or 
place in service. 

Income tax expense is reduced by flow through of the allowable 
investment tax credits, frontier exploration allowance, and supplementary 
depletion from enhanced recovery programs. 

Earnings per common share are based on the weighted average 
number of common shares outstanding during the year after giving effect 
to the subdivision of the outstanding common shares on a seven for one 
basis (see note 9). If all outstanding options, warrants, stock bonus shares 
awarded, or conversion privileges had been exercised at the beginning of 
the year, earnings per share would not have changed by a material amount. 


2. Reconciliation to Accounting Principles Generally 
Accepted in the United States of America 


The Company’s common shares are traded publicly in the United 
States. The United States Securities and Exchange Commission, (SEC) 
requires that the financial statements delivered to United States shareholders 
contain a reconciliation presenting the statements on the basis of accounting 
principles generally accepted in that country. Any differences in accounting 
principles as they pertain to the accompanying financial statements are 
not material except as follows: 


32 


(A) United States accounting principles require long-term monetary assets 
and liabilities to be translated at exchange rates that are current at the 
balance sheet date and require current assets valued at cost to be 
translated at rates in effect at the dates the assets were purchased. 

(B) The SEC has required oil and gas producing companies in the United 
States to use a standard form of full cost accounting or a standard form 
of successful efforts accounting in financial reporting. The full cost 
accounting required by the SEC, which would include adjustments to 
capitalized interest, would result in the following changes: 

(1) Amortization of oil and gas properties, including leasehold 
equipment and estimated future development costs, would 
be provided on a _ unit-of-production method on a country 
by country basis. 

(2) The cost of significant exploration or development projects, which 
include the company’s exploration costs outside of North America, 
may be deferred until evaluated. 

If the Company’s financial statements had been presented on the 
basis of these accounting principles, net earnings, earnings per share and 
retained earnings would have been: 


Year ended December 31, 


1980 1979 1978 
(in thousands) 
Net earnings as reported......... $ 92,082 $ 93,100 $ 65,197 
Adjustments, net of 
applicable income 
taxes, for: 
Foreign currency 
VEINS ELAS phealy ae Ape eee eee (4,017) Pa We (6,780) 
Be cost accounting... 24 6.054 76 (202) (3,440) 
Net earnings as adjusted......... $ 88,141 $ 95,015 $ 54,977 
Net earnings per 
OLEMIONLSMALC4 aoc civcn v8 ard So wieas Ce ey be PaO 
PeraIGeC GAariih@S:.. Alt dose comes 2: $371,404 $294,972 $208,383 


3. Accounts and Notes Receivable 
Accounts and notes receivable consisted of the following at December 


Sale 

1980 1979 

(in thousands) 

ar Se he i eh ew ele eile Mav bia ia 8 $217,726 $218,093 
IIR) GCA CS een Mere ClusINE Sete aee rt i Ak p eyes 4,478 13,234 
PTT SM Ree se 8 opie, eis 8 oe ach cca oe eae 8h Need 23,216 isyewss) 

245,420 246,906 
Allowance tor doubtful accounts............. (4,679) (2,886) 


$240,741 $244,020 
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Notes to Consolidated Financial Statements 
Husky Oil Ltd. December 31, 1980 


4. Inventories 
The major categories of inventories at December 31, are summarized 
below: 
1980 A979 


(in thousands) 
Crude oil and refined oil 


DEOCUCES) See NTE Oe ee ee eee $193,248 $ 97,077 
Stee! and. steel products 2 i.9e son ae eo ce 26,565 Bylh yaews 
Charcoal briquets and raw 

materials eer ck ee ia ie eee Gee ce he oe ee 29,280 25,855 

249,093 154,689 
Materials and supplies mama: aie een ere eee 26,579 13,110 


$275,672 $167,799 


5. Notes Payable to Banks 

A general assignment of receivables and inventories of certain Canadian 
subsidiaries has been given as security for $65,687,000 in notes payable to 
banks. 

At December 31, 1980 the Company had $98,470,000 in unused lines 
of credit which expire as follows: 


(in thousands) 


Demand S13Flt7, 
March 1, 1981 8,347 
April 30, 1981 23,849 
June 1, 1981 16,617 
December 31, 1981 1,887 
April 30, 1982 10,804 
February 29,1984 23,849 

$98,470 
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6. Long-term Debt 


Long-term debt at December 31 consisted of: 


Husky Oil Ltd. and 
Canadian Subsidiaries 
Secured 
Sinking fund 
debentures 


Gy5rSCTIES ANG oul a cee a 2 
GEASESSENICS Biers sense sotls o 
BWA SOMES (Co bc556ben goose 


Revolving production loan, 


Pee Ovely Vinnie a6 al a er, 
Notes payable -other........... 


Unsecured 
Notes payable 


Oo bl OOS ii ais 28 Loans 


Husky Oil Company and 
United States Subsidiaries 
Secured 
Capital lease obligations 
ASSO 511,074.05. 


TO 7ONS OGG) aa ee 


Notes payable 
4V2% to 10% (1980, 
$3,024 U.S., 1979, 


SUPROOOUUL AEM ees, wih) Kil sess 


Unsecured 
Revolving loans (1980, 
$100,000 U.S., 1979, 


DAT UME Seana epes aioes & 5 


Notes payable 
11%% (1980, $21,154 


ee 97 Dep O77 USS) oman hn 


112% of prime plus 
Y% of 1% per annum 


Cp 2O OOO. nant cacy oi sdmsoaarats 


Oe (1980; $9)750'U'S., 


7S me OOM Sal tenius ays 3 


Vis to 82% (1980, 
$5,843 U.S., 1979, 


eBid Gu irom one att aioe bee Ghali d eee? & 


Total long-term debt........... 
Less amount due within one year. . 
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Maturity 


1980 eves) 


1984 
1937 
19911 


See below 


Various 


1982 


Various 


Various 


1990 


199) 


1986 


1984 


Various 


(in thousands) 


$ 7,320 $ 8,034 
12,747 13,528 
11,745 AZBy, 


75,000 25,000 
3,389 eral fe 


17,480 17,480 
127,681 79,310 


12,297 13,421 


3,133 O29 


115,130 40,139 
22,254 24,155 


20,730 


10,100 1355965 


6,053 6,850 


168,967 = 127,117 


296,648 206,427 
11,830 15,592 


$284,818 $190,835 
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The revolving production loan represents amounts borrowed under a 
$75,000,000 line of credit. An assignment of future oil and gas production 
has been granted and there is no repayment requirement as long as 
estimated amounts to be received from future production, discounted at 
7%, are at least 200% of the line of credit. Accordingly, no provision has 
been made for this loan in the aggregate annual debt maturities over the 
five years subsequent to December 31, 1980. 

The unsecured revolving loans relate to two revolving lines of credit 
which provide for maximum loans of $100,000,000 (U.S.). On March 1, 
1984 the revolving loans are to be converted to term loans. One loan in the 
amount of $94,400,000 (Cdn.) accrues interest at the rate of 102.5% of the 
United States prime rate or at the London Interbank Offered Rate (LIBOR) 
plus % of one percent and the other loan in the amount of $20,730,000 
(Cdn.) accrues interest at the United States prime rate or at LIBOR plus %2 
of one percent. 

The following is a schedule of interest costs incurred for the years 
ended December 31: 


1980 1979 1978 


(in thousands) 


LORS CENA ED tk nt a te apiee aah eee eae ecm $34,242 $18,448 $14,872 

Short-term and other debt............. 19,078 aha By 4,875 
53,320 35,660 19,747 

bess. amount capitalized Wann e wae creas 1,550 

Amount charged to expense........... $51,770 $35,660 $19,747 


Assets of subsidiaries with an aggregate cost of approximately 
$82,451,000 and $75,687,000 on December 31, 1980 and 1979, respectively, 
are specifically pledged as collateral. Additionally, the Company has 
pledged the common shares of certain wholly owned subsidiaries and 
given a first floating charge on all other assets of the Company and its 
subsidiaries presently owned or hereafter acquired as security for the 
Series A, B and C Sinking Fund Debentures. 

Aggregate annual maturities of long-term debt for the five years 
subsequent to December 31, 1980 are: 1981 - $11,830,000; 1982 - $28,865,000; 
1983 - $10,225,000; 1984 - $13,642,000; 1985 - $9,504,000. 

The terms of the Trust Deeds for the 6%, 634% and 812% Sinking Fund 
Debentures, Series A, B and C contain certain restrictions on the payment 
of dividends wherein consolidated net current assets after giving effect to 
the dividend payment must equal 10% of the aggregate principal amount 
of all funded obligations or $1,000,000, whichever shall be the greater. This 
covenant did not restrict the payment of dividends at December 31, 1980. 

Distributions to the Company by a consolidated subsidiary, Husky Oil 
Company, were limited to $4,925,000 at December 31, 1980 by the terms of 
the indenture for the 11%4% notes due in 1991. 

If long-term debt payable in United States dollars were translated at 
current rates, the total debt would be increased by $15,852,000 and $13,676,000 
at December 31, 1980 and 1979, respectively. 
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7. Income Taxes 
Earnings (losses) before income taxes were derived from operations in 
the following geographic areas: 
Year ended December 31, 


1980 1979 ASA 
(in thousands) 
AEG ERG or 4S a en oie a ra $ 72,309 $ 69,142 $ 69,782 
| URURB ST Fee, Sa 84,544 75,870 44,390 
PST MOTEION Gore ahs ts gesce ic (4,142) (4,089) (3,701) 


$152,711 $140,923 $110,471 


Income taxes charged to earnings consisted of the following 
components: 
Year ended December 31, 


1980 1979 1978 


(in thousands) 


Current taxes 
Canadian Federal and Provincial....... $ 4,336 $$ 532 $20,144 
United States Federal and State........ 2,991 (2,092) 4,825 


Tjaas, (1,560) 24,969 
Deferred taxes - current 


United States Federal and State........ 16,327 17,832 (28) 
Deferred taxes - noncurrent 

Canadian Federal and Provincial....... 20,798 WAT3 10,140 

United States Federal and State........ 16,177 14,078 10,193 

36,975 Billoo 20) 358 

Bera ON SIO Wee essence esc ke tha gs ol Soe $60,629 $47,823 $45,274 


The provision for deferred income taxes resulted from the following 
timing differences which are presented with related taxes thereon: 


Year ended December 31, 
1980 1979 1978 


(in thousands) 


Lease acquisition, drilling and 


exploration costs (net of depletion) ..... $34,009 $22,090 $15,856 
tax and book depreciation.......... +6545 8,396 9,742 5,768 
Ma SC Stamenert dias Se Nel ot: None ae ced Soe: 16,327 177975 1,501 
Investment tax credit carry forward...... (4,856) 
CATE ae ee eee ent ee (574) (424) (2,820) 


$53,302 $49,383 $20,305 
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Total income taxes amounted to $60,629,000 in 1980, $47,823,000 in 
1979 and $45,274,000 in 1978, an effective rate of approximately 40% in 
1980, 34% in 1979 and 41% in 1978. These totals are less than the amounts 
computed by applying the expected Canadian Federal tax rate to earnings 
before income taxes. The reasons and approximate amounts for these 
differences are as follows: 

Year ended December 31, 
1980 1979 1978 


(in thousands) 
Expected Canadian 


Federal taxcrate:- anu oe ce cee 46% 46% 46% 
Computed “expected” tax 
EXPENSE Caps te ecient ees ne a $70,247 $64,824 $50,816 


Increase (decrease) in 
taxes resulting from: 
Royalties, lease rentals 
and mineral taxes 
payable to the Crown............. 23,528 21,023 19,533 
Resource allowance on 
Canadian production 


ATIGOINEY Oe Co pene eee ee (16,928) (15,739) (13,952) 
Earned and supple- 
mentatyedepletioni ees. 19-2425 sere (9,244) (8,758) (4,723) 


Earnings from United 
States subsidiaries with 


lower effective tax rates........... (1,276) (3,915) (2,283) 
Investment tax credits 445). onus eee (2,244) (3,114) (4,815) 
Frontier exploration 

AILOWANEE JAE UNE oR ctaerye el ewe eee (1,367) (787) 
Miscellaneous.-ood..c. tit a ale metas (2,087) (4,711) (27302) 

Aetual: taxi provision oisce tata ee ee $60,629 $47,823 $45,274 


8. Redeemable Preferred Shares 

The cumulative redeemable preferred shares have voting rights equal 
to the common shares and are subject to annual sinking fund requirements 
of 2,100 Series A shares at $53.50 per share and 5,850 Series B shares at 
$52.50 per share, or a total of $419,000 annually. The shares are presented 
on the balance sheet at the fair value at the date of issuance, which value is 
not materially different from the mandatory redemption value. Shares 
have historically been redeemed on the market at amounts less than the 
redemption value. Differences between the actual redemption cost and 
the recorded value are credited to retained earnings. At December 31, 1980 
the sinking fund requirements had been met. 

Preferred shares were redeemed as follows during the three years 
ended December 31, 1980. The dollar amounts are in thousands. 
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Series Se 


ries 
A B ____ Total 
Shares Amount Shares Amount Shares Amount 
Balance January 1, 1978 42,162 $2,108 18/94 $5,945 161,073 $8,053 
Redeemed during 1978 1,484 74 4625 WS 6,109 305 
Balance December 31, 1978 40,678 2,034 114 286 5,714 154,964 7,748 
Redeemed during 1979 1,405 70 27530 d27 3,941 197 
Balance December 31, 1979 89)273 1,964 lity 750 5,587 lsd 023 Fool 
Redeemed during 1980 1,600 80 7,200 360 8,800 440 
Balance December 31, 1980 37,673 $1,884 104,550 $5,227 142,223 $7,111 
9. Common Shares 
On May 1, 1980 the shareholders passed special resolutions to amend 
among other things, the Articles of Continuance of the Company to (i) 
create an unlimited number of authorized common shares and, (ii) sub- 
divide the issued common shares of the Company outstanding on May 16, 
1980 on aseven for one (7 for 1) basis. Accordingly all share quantities and 
per share amounts have been retroactively restated to reflect the split. 
The following schedule analyzes the common share capital changes 
for the years ended December 31, 1980, 1979 and 1978. 
Credited to 
Number Other 
Common Share Paid-in 
Shares Consideration Capital Capital 
(in thousands) 
1980 
Cash contributions from the 
PALENTRCOMPANY « box oer leyela eset) ane) e $2,727 
Cash (issued on exercise of 
1,180,837. = stock purchase warrants)........... $3,543 
A OOO Se StOCKIIOMUS ace cik than cou ek eS Borie sws 58 
1,185,737 $3,601 $2,727 
ZS 
Cash contributions from the 
PAENIENSO apa: enw Ate tcc svoyisecese reali: >) 652 
Cash (issued on exercise of 
165,900 stock purchase warrants)........... $$ 80 417 
S/O SLOCK DOMUGE eles Hota o 4 aes ree 9 29 1,144 
D2 3750 $ 109 $2,413 
1978 
Cash (issued on exercise of stock 
292,180 options and stock purchase warrants)... $ 42 $ 831 
OC OU mE COCA OU se acuity a tren we Sek ee! at nes 27 933 
485,030 $ 669 $1,764 
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Common shares have been reserved for issue as follows: 
1980 1979 


457,303 1,638,140 Shares for Series E stock purchase warrants 
at an exercise price of $3.00 per share expiring 
August 15, 1981. 
10,850 15,750 Shares under a stock bonus plan for key 
employees. 


468,153 1,653,890 


10. Pension and Retirement Plans 

Total pension expense was $4,858,000, $3,785,000 and $3,461,000 for 
1980, 1979 and 1978, respectively, which includes amortization of the past 
service costs. The following information is based on actuarial reports, as of 
January 1 of 1980 and 1979. 


January 1, 
1980 1979 


(in thousands) 
Present value of 


Vested. accumulated benctits i.e) ee ee $26,057 $20,886 

Nonvested accumulated benefits ............... 3,516 2,245 

$29,573 $23,131 

Net assets available for benefits................ $39,900 $32,059 
Assumed rates of return in 

determining present value 4-8% 4 - 8% 


Accumulated benefits are based on various actuarial assumptions 
including employee salaries and wages at levels in effect at the valuation 
dates. The fact that net assets available for benefits exceeds accumulated 
benefits is indicative that the Company's past contributions to the plans 
were based, in part, on factors such as benefits related to employees’ future 
years of service and salary levels. 

The unfunded past service costs amounted to $3,880,000 and $2,890,000 
at December 31, 1980 and 1979, respectively. 
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11. Business Segments 


The following is an analysis of certain consolidated financial information 
by industry lines and geographic areas. 


Information by Industry Segment 


1980 1979 IAS: 
(in thousands) 
Sales 
Petroleum 
Crude oil and natural gas......... $ 203,868 $ 163,306 $123,808 
Asphalts and heavy fuels......... 116,736 114,578 89,655 
Gasoline, light fuels and other... .. 782,554 597,303 416,015 
1,103,158 875,187 629,478 
Fe eae yee ek ty fee er ss eS 8 114,188 118,685 99 074 
BETAS OC IAe we dh iars, ives am isom ae Se 65,252 59,107. 44,200 
Monmsolcdated tOtal os ss ¢.c.u. wkea es $1,282,598 $1,052,979 $772,752 
Operating profit 
PCUIOLGUNT mS eens c. o1e alee ates oe $ 194,847 $ 158,645 $111,543 
SIDS! Seas ene: ya en a 3,980 10,179 10,038 
CHTREI RSTO IG Se 28 (A ee 4,505 oe 9,160 
203,332 76,556) iS O74 
MET OSEr—— MEL wae do cos cus bo cara ee (49,395) (34,165) (17,892) 
General corporate 
and. minority interest. ...4....0. (1,226) (1,468) (2,378) 
Consolidated earnings before 
HOG OMIC bAKESa..c Gatien, atsca cs Sead Mes $ 152,711 $ 140,923 $110,471 
Depreciation, depletion and 
amortization expenses 
PeTOICUIGRe satel a hose cae gkko hes $ 80,472 $ 67,319 $ 46,081 
SSSI) ae Speen ae Ogee 2,147 1,967 1,669 
SS rane Galleys eae a a kn be eed 3,916 3,452 2,060 
onsolidated total), sok. 0s. os05 $ 86,535 $ 72,738 $ 49,810 
Capital expenditures 
\PSSSR OE Rhh as tale oe ame eS Ae $ 264,624 $ 216,316 $146,539 
SUES le ke, ae en 1,161 4,959 1,742 
RRNA GS Ollie Poteet, os NAS irk eS Re 4,528 5,654 10,016 
Gonsolidateditotal «2.0... 2. «45 «> _$ 270,313 $ 226,929 $158,297 
Identifiable assets 
Petroleum. ......-s0ssseeeeees- $1,282,800 $ 998,404 $737,723 
SRC ee eet ee ee 61,270 67,025 58,829 
BPACOd Petar ee cer fei ese 2 R235 ee os 2 42,094 
1,401,303 1,117,562 838,646 
emeral COMPOLale . oa skowrnran cess - pe Od eee 008 t2 
SP ONSONCATOH Ota sersease am ec ocld wale $1,402,137 $1,118,518 $838,758 
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information by Geographic Area 


1980 1979 1978 
Sales (in thousands) 
Canada. ox) seu ohare eee $ 339,059 $ 282,294 $237,666 
United States.2.5 1-00. oo ere ee 907 ,009 762,856 536,600 
Others eee ee ee ee 36,617 Tp waS 
Elimination of 
intersegment Salesaso..5 62.5 eee (87) (150) (1,514) 
Consolidateditotal\a- = eer eee ee $1,282,598 $1,052,979 $772,752 
Operating profit 
Canada 20 oii ees ae ee ee $ 94,531$. 83 O18 9Si77,737 
Writed States: co. ca sneer ee ee 108,144 94,942 56,705 
Other es ese et Re ae eee 657 (1,404) (3,701) 
203,332 176,556 130,741 
Interest expense — net........... (49,395) (34,165) (17,892) 
General corporate 
and minerityuinterest: =. een: (1,226) (1,468 (2,378) 
Consolidated earnings before 
INCOME: taXeSie nee ee eee $ 152,711 $ 140,923 $110,471 
Identifiable assets 
Cael 2 2; tact eed cede ae ere eae ree $ 620,318 $ 487,798 $359,649 
United Statesiaie oo Sa etre seen 731,098 607,648 458,924 
Others 3 ck eae eee 49,887 22,116. 20,073 
1,401,303 1,117,562 838,646 
General“corporate: toss ee ee ee 834 956 TM2 
Consolidated totalinn sitet eee $1,402,137 $1,118,518 $838,758 


The Company operates principally in three industries; petroleum, 
steel and charcoal. Petroleum operations include the exploration for and 
the production of crude oil and natural gas, the refining of crude oil, the 
wholesale and retail marketing of refined petroleum products and the 
pipeline transmission of crude oil, natural gas and finished products. Steel 
operations include warehousing, processing and fabrication and distribu- 
tion of steel and steel products. Charcoal operations include the produc- 
tion and marketing of barbecue briquets, activated carbon and other 
charcoal products. 

Operating profit is total revenue less operating expenses. In comput- 
ing operating profit, none of the following items have been deducted: 
general corporate, interest expense, minority interest and income taxes. 

Identifiable assets by industry or geographic area are used in the 
Company’s operations in each industry or area. Corporate assets are prin- 
cipally cash. Transfers between geographic areas are recorded at cost. 


12. Contingencies 


The petroleum operations of the Company in the United States during 
1980 were regulated extensively by the United States Department of Energy 
(DOE), which controlled crude oil and refined product allocation and the 
prices of crude oil and most refined products. The regulations were extremely 
complex and were continually being changed. On January 28, 1981 the 
President of the United States terminated all controls. On September 30, 
1980 the DOE issued a Notice of Probable Violation (NOPV) alleging that 
the Company had violated certain DOE regulations during the period from 
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September 1, 1973 through December 31, 1974. The NOPV proposes to 
require the Company to reduce its “bank” of unrecovered product\costs, as 
of December 31, 1974, by $12,928,000 and to refund $5,679,000 which DOE 
alleges to have been overcharged on sale of gasoline by the Company 
during the period in question. The Company disputes all of the allegations 
and intends to vigorously oppose DOE's claims to the fullest extent. 
Litigation may ultimately be required to confirm the Company’s opinion. 
While the ultimate outcome cannot be determined at this time, in the 
opinion of Management, the Company is in substantial compliance with 
the regulations as issued and any liabilities which may result would not be 
material to the financial position of the Company. 

The Entitlements Program, administered by the DOE, was instituted 
in 1974 in an effort to ameliorate inequities arising out of the United States 
government's multi-tier crude oil price program. A subsidiary obtained 
exception from the Entitlements Program through September 1977 condi- 
tioned on maintenance of a profit margin no greater than the profit margin 
realized by the subsidiary’s refining and marketing operations in certain 
base years. In the fall of 1977 the subsidiary filed suit against the DOE 
seeking to enjoin enforcement of the restrictive profit margin limitation. 
The Federal District Court entered a decision finding the DOE's require- 
ments, as applied to the subsidiary to be arbitrary and capricious. The DOE 
appealed the decision to the Temporary Emergency Court of Appeals, 
which sustained the ruling of the District Court. The matter was remanded 
to the Agency with directions to reconsider. The DOE reopened the pro- 
ceedings on October 19,1978 and requested additional financial informa- 
tion. No decision has as yet been issued. The impact of the ultimate 
decision upon the Company will not be known until DOE completes its 
reconsideration, as directed by the courts. At December 31, 1980 and 1979 
the Company has provided $13,226,000 for entitlement costs relative to 
1977. The DOE has been enjoined from requiring the subsidiary to purchase 
entitlements pending DOE resolution of the issues remanded to DOE by 
the Court. The Company has not paid or provided for any entitlement 
obligations for 1980, 1979 and 1978. In the year the matter is resolved, 
retained earnings would be affected by approximately one-half of any 
change to the entitlements provision. 

The Company is a defendant in various lawsuits at December 31, 1980. 
While it is impossible to estimate the ultimate liability with respect to 
pending litigation, Management believes there will be no material adverse 
effect on the financial position of the Company. 


13. Commitments 


(a) The Company announced on April 7, 1980 plans to increase the 
capacity of its Lloydminster heavy oil refinery from 12,000 barrels 
per day to 25,000 barrels per day. The estimated cost of the 
project, expected to be complete in the latter part of 1982, is $80 
million. As of December 31, 1980 the cost incurred by the Com- 
pany on this project totalled approximately $4,122,000. 


(b) On June 9, 1980, the Company announced it had entered into a 
joint venture agreement with Shell Canada Limited to construct a 
refinery in Canada which will use exclusively synthetic crude oil 
as feedstock. Under the agreement Husky will have a 40% interest 
in the facilities producing refined petroleum products. The benzene 
manufacturing facilities will be owned 100% by Shell Canada 
Limited. The refinery, with start-up planned for 1984, is estimated 
to cost in total $750,000,000 of which Husky has budgeted expend- 
itures of $200,000,000. 
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14. Quarterly Financial Data (Unaudited) 
Summarized quarterly financial data (in thousands of dollars except 
for per share amounts) for 1980, 1979 and 1978 is as follows: 
Three months ended, 


Mar 31 Jun 30 Sep 30 Dec 31 


bas sales and operating revenues <a eee eee $270,675 $335,502 $330,716 $345,705 
Gross profit cree Sieh ee at ee 76,953 86,987 107,364 99,154 
Net earnings 3% 25% eke lc carats @ cate ee ene ee 16,215 14,386 44,002 17,479 
Net. earnings per common Shares. eames ee ee eee 0.21 0.18 0.56 0.23 

1979 
Net sales and operating revenues .................205- $188,295 $257,866 $306,041 $300,777 
Gross: profits 5 -<.)jue +00 as hone or oes ee cee 52 50% 72,336 86,247 94,492 
Net @arnin gs: sce) 5 oe ce 05 tae, ooo cite eee eae re 9,103 205757 27,298 35,942 
Net earnings per common share...............2+-2-05 0.12 Om7. O35 0.46 

1978 
Net sales and operating revenues ..................4. $152,354: $195,673.) ~$224/998 aro 1997 7 
Gross. profits. ..2..5 ee ie Se ee 44,326 56,542 62,070 60,595 
Net @arnings.s sea ea Sie ecobites ee en Thats 14,705 20,516 18,858 
Net earnings per Common'Share moan ee 0.14 OAS OK 0.24 


15. Oil and Gas Producing Operations 

The following information has been included to comply with the 
United States Securities and Exchange Commission regulations. Information 
including reserve quantities, reserve present values and operations based 
upon “reserve recognition accounting” has not been audited and is being 
reported as supplementary financial statement information. 


Capitalized Costs 
United North  Paki- — Philip- 


Total Canada States Sea stan pines Other 
(in thousands) 
1980 
Proved DIOPGMGS 21s yates pcr set Ae $573,224 $313,481 $233,100 $26,643 
Unproved propertiesss.cn. 2 nee eee 188,974 108,973 54,856 $6,550 $7,203 8,593 $2,799 


$762,198 $422,454 $287,956 $6,550 $7,203 $35,236 $2,799 
Accumulated depreciation, depletion 


ANCAMOFIZAtiONse. son a eee eee $209,538 $102,297 $ 87,905 $2,475 $3,182 $13,378 $ 301 


1979 


Proved PrOPerties 2oiy or yaa eee eee a $429,166 $233,623 $187,340 $ 8,203 
Unproved Propertiesmuenieas sane 154,101 100,580 30,562° $3,342 597,718" 11,003 cu mas0 


——————— eee 


$583,267 $334,203 $217,902 $3,342 $7,718 $19,266 $ 836 


——————— SS —_——_—_—==[===[_=[_==—_[{[_=—H—_—=_—S_ao“x“4 
Accumulated depreciation, depletion 
ANG AMOnIZatOn: eine ee ee $175,149 $ 90,046 $ 71,094 $1,721 $2670 $ 9618 


——————————————————— 
—X—X—X—X—X—X—X—X——_CloS—_—————— 
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Net Revenues from Producing Oil and Gas 


Proved developed reserves 
Other (1) 


Sales and transfers to consolidated 
operations included above 


Proved developed reserves 
Other (1) 


Sales and transfers to consolidated 
operations included above 


Proved developed reserves 


Sales and transfers to consolidated 
operations included above 


United 
States 


(in thousands) 


1980 
$205,756 $108,858 $96,898 
7,070 $ 7,070 


$212,826 $108,858 $96,898 $ 7,070 


Philip- 


Canada _pines 


Total 


$ 94,498 $ 26,939 $67,559 


(1) The Company received revenue under an agreement with the 
Philippine government and other exploration partners from 
production of crude oil in the Philippines area. The revenue 
represents a recovery of certain exploration costs expended by 


the Company. 


Costs Incurred in Oil and Gas Producing Activities 


Total 

PNGCIUNSIEIONIa mentee gaa vis aoe eke $41,585 
EXD OnatiOnimerrerr era chest ras Sea 4c 47,593 
DEVElODIMmeCMen erent ict s hd Soe Fa hes 121,232 
PROCUCHONe Mt deer csc. xonje hay 5 85,541 
Depreciation, depletion and 

ATOR EIGN eat bes seer uica tees Say ven a. ar 59,769 
PAE CTU S HELO aman Peas AOS ce ay art an Ss $33,466 
EXDOLAliol mamta fain? ech oo es 63,736 
DevVelOOimetitaeac sat dhe tucsl asad es 75,845 
EOCNICTION eet ck OB ces oa 8 ee 57,040 
Depreciation, depletion and 

AAP OMMAPABNAKOVAl! os Ses Ace S oud Be BS wR ee 52,099 
/ Neco tU TUNG) (baht. Wyo ee $ 7,604 
EX Ora Ul Olea ee ree (he ca 34,594 
DAVElODIMIGMt 2 uel le dite. de aries ee 3.5 56,791 
EPOOUCTOMMEN tT kai a otittes yu valk aw aes 41,353 
Depreciation, depletion and 

TIO RUIZ Inn Wee ew epee enn sch) Suk oc 33,346 
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Canada 


$21,965 
11,891 
75,020 
39,510 


28,552 


931,295 
42,053 
43,151 
32,599 


21,901 


Doo 
13,642 
26,210 
23,610 


13,776 


1979 
$149,763 $ 90,931 $58,832 
Le o79 eS) 
$157,742 $ 90,931 $58,832 $ 7,979 
$ 34,688 $ 10,063 $24,625 
1978 
$124,405 $ 83,103 $41,302 
Deol oy Saeed O56 19,915 
United North Paki- Philip- 
States Sea stan pines _ Other 
(in thousands) 
1980 
$17,976 $1,528 $ 116 
15,654 1,225 $ 490 $16,486 1,847 
45,943 269 
46,031 
24,273 1,238 1,631 3,774 301 
1979 
tbat Ae . 
137126 $ 155 $ 630 $ 6,936 $ 836 
32,694 
24,441 
21,544 687 1,482 7,285 
1978 
$ 4,227 z 
8,902 $ 481 $5,898 $ 5,671 
30,581 
17,743 
15,660 681 1,031 2,198 
Husky 
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Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheets of Husky Oil Ltd. 
as at December 31, 1980 and 1979 and the consolidated statements of 
earnings, retained earnings and changes in financial position for the three 
years ended December 31, 1980. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 

In our opinion, these consolidated financial statements present fairly 
the financial position of the Company as at December 31, 1980 and 1979 
and the results of its operations and the changes in its financial position for 
the three years ended December 31, 1980 in accordance with generally 
accepted accounting principles applied on a consistent basis. 


Calgary, Canada 


PEAT, MARWICK, MITCHELL & CO. 
February 12, 1981 Chartered Accountants 
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Supplementary Financial Statement Information 
Oil and Gas Producing Operations 


Husky Oil Ltd. December 31, 1980 


The following information is presented to comply with United States 
ae and Exchange Commission regulations and is not subject to 
audit. 


Estimated Quantities of Proved Oil and Gas Reserves 


Philip- 
Total Canada __ United States _ pines 
Oil Gas Oil Gas Oil Gas Oil _ 
Proved developed and undeveloped 
reserves 
PAL VAI\UalW st NO On 2 lek a no gs sa 98/901 292,203" 71,932) - 210,223 26,969 81,980 
Revisions of previous estimate........ (1,482) (10,305) (1,568) (766) 86 (9,539) 
MiproVed TeCOWERy ee a 5,490 11,307 1,714 7,780 3,776 3527 
Extensions, discoveries and other 
BUCIIOUS Heo a es eet ue 14,170 =~ 22,855 902525. 913;605 5,145 DAO 
Procduchotines icc tt On SS (12,648) (22,202) 2. (7,472). (15,575)... (5,376) °-(6,627) 
ALHecember 31519783. oe 104230) 52930590, 9. 23,03 215,342. :30;600— > 78,514 
Revisions of previous estimate ........ 6,975 2,548 55999 1,642 976 906 
Improved recovety .2.. 64 6. 892 892 
Purchases of minerals-in-place........ 1,149 10,437 1,149 10,437 
Extensions, discoveries and other 
AUGIIOMS ee i se O29" 12427 7,904 5,691 sp PAs) 6,436 
PrOOUCHIONG 4 aoe ots Peo ek (14,502) (25,244) (8,956) (15,620) (5,546) (9,624) 
Sales of minerals-in-place............ (131) (1,848) (129) (1,848) (2) i 
AtDecembers lelO/ 9 sc 58 aes S NO764357 7291-8 760.— 79,098 2 15,649 «28,045 76,229 
Revisions of previous estimate ........ 5,145 36,438 2,652 31,668 2,493 4,770 
INIDKOVED TECOVElV oon chs Oia as 1,807 361 1,807 361 
Purchases of minerals-in-place........ 40 40 
Extensions, discoveries and other 
BcciuOls ey 14,162 26,345 7,509 5,452 5,180 20,893 1,473 
BIOCUIGHION neste nate ee aire aS (14,249) (24,933) (8,929) (15,163) (5,320) (9,770) 
Sales of minerals-in-place............ (55) (55) 
At December 31, 1980.5 Sele. 114,493 330,089 80,775 237,606 32,245 92,483 1,473 
Proved developed reserves 
At DECEMIDERS NOT ia eo ees 97,718 289,897 . 70,762 210,043 26,956 79,854 
AGDPCEMDE silo oe een Wee ieee 10305472 291.548 -72,960. 215,163. 30,587~, . 70,385 
AL December 31y 1979 a se ns ee a NO7AAG ey 209, 0279, 905-2 215,049.) 28,032 74,1 03 
At December st 1900ue ot 113,020 330,089 _ 80,775 237,606 32,245 92,483 
Crude oil, including natural gas liquids, is expressed in thousands of 
barrels. A barrel represents a stock tank barrel equivalent to 42 U.S. gallons 
or 35 Imperial gallons. Natural gas is expressed in millions of cubic feet 
measured at 60°F and 14.65 psia. ; 
Volumes represent the net reserves owned by Husky after deduction 
of royalties, reversionary interests, and net profit interests owned by 
others. 
Husky 
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Supplementary Financial Statement Information 
Oil and Gas Producing Operations 


Husky Oil Ltd. December 31, 1980 


Present Value of Future Net Revenues From Estimated Production of 
Proved Oil and Gas Reserves 


December 31, 
United Philip- 


Total Canada States pines 
(in thousands) 
1980 
Proved reserves .......... $1,032,895 $570,634 $444,707 $17,554 


Proved developed reserves .. $1,015,341 $570,634 $444,707 


1979 
Proved reserves.......... $ 820,655 $516,434 $304,221 


Proved developed reserves... $ 818,036 $514,977 $303,059 


1978 
Proved reserves.......... $ 636,985 $450,913 $186,072 


Proved developed reserves... $ 633,458 $448557 $184,901 


The present value is obtained by applying a 10% discount factor to the 
estimated future net revenues resulting from the production of proved 
reserves. 


Future Net Revenues From Estimated Production of Proved Oil and Gas 
Reserves 


The following schedule presents the estimated future net revenues from 
the production of the Company's proved reserves at December 31, 1980. 


Total 1981 1982 1983 Remainder 
(in thousands) 

Canada 

Proved oil and gas. reserves. a oe $1,012,436 $106,441 $99,799. 2S 91 1/4. S. 715,022 

Proved developed oil and gas reserves ..... 1,012,436 106,441 99,799 91,174 715,022 
United States 

Proved oil and gas reserves............. 727,281 98,615 89,651 74,165 464,850 

Proved developed oil and gas reserves..... 727,281 98,615 89,651 74,165 464,850 
Philippines 

Proved oil reservessii oo a ee ee 57,954 12,929 21,087 14,249 9,689 
Total 

Proved oil and gas reserves. 2. 0, fo 1,797;6711 217,985 210/537 179,588 =. 1,189,561 

Proved developed oil and gas reserves ..... Vee 7s 205,056 189,450 165) 339) 1,979,672 


Future net revenues from production of proved reserves are based on 
existing circumstances (i.e., prices and costs at year-end) after deduction 
of operating costs and future capital expenditures. Deductions include 
production and severance taxes, direct operating costs, ad valorem taxes, 
overhead charges of others, net profit interests owned by others and 
future capital expenditures. No provision has been made for income and 
franchise taxes or administrative overhead. 
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Summary of Oil and Gas Producing Activities 


The Securities and Exchange Commission (SEC) has required companies 
to report oil and gas producing operations on the basis of Reserve Recognition 
Accounting (RRA). 

RRA differs from conventional accounting in that revenues are 
recognized at the time oil and gas reserves are discovered rather than at the 
time the oil and gas is sold. All expenditures other than property acquisition 
costs and exploratory drilling costs in progress are charged to earnings at 
the time they are incurred. Property acquisition costs and exploratory 
drilling costs are deferred pending reserve evaluation at which time they 
are charged to earnings. In conventional accounting certain expenditures 
are capitalized and charged to earnings as the oil and gas revenues are 
produced. It is Management's opinion that RRA is highly imprecise because 
of the many speculative estimates and assumptions that have to be made. 

The following is asummary of oil and gas producing activities on the 
basis of Reserve Recognition Accounting for the years ended December 
31, 1980 and 1979. 


Year ended December 31, 
1980 1979 


(in thousands) 
Additions and revisions to 
estimated oil and gas reserves 
Additions to estimated 
PROVECMCSEIVES= = PIOSS ict ie paistaein a vs $163,524 $ 41,305 
Revisions to estimates of 
reserves proved in prior years 


CHANGES i DEHCES 8 oats easel eg sete 323,922 154,590 
Bhd GVel ecg Ges aa Sos Sia i a vier een RI (149,071) 16,835 
WCETEH ORIOL CISCOUNLS « .cecick ct Ae ee ae 83,012 63,699 


421,387 276,429 


Evaluated acquisition, exploration, 
development and production costs 

Costs incurred, including 
amortization of exploration costs 
OULSICeRO MOLE AMEN Cal re-edit aoc bauetiecus 93,481 29,440 

Present value of estimated 
future development and 
DTOCMEGEO MeO SiSm natin Seely nee eons 117,544 28, 112 


211,025 b/ D2 


Additions and revisions to proved 
reserves over evaluated costs..........-. 210,362 218,877 


PrOVISIOM OF MACOME TAXES os Twin. 7s eds 74,834 79,876 


Results of oil and gas producing 
activities on the basis of Reserve 
RECOSMITIONVACCOUNEN Gi eo .ateeaieg wo) be ee $135,528 $139,001 


(1) The amount in 1980 includes a reduction in reserve values resulting 
from consideration in 1980 of the Saskatchewan Oil Well Income Tax. 
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Supplementary Financial Statement Information 
Oil and Gas Producing Operations 


Husky Oil Ltd. December 31, 1980 


Profit before interest, unallocated overhead and income taxes, 
contributed by oil and gas producing activities under the Company’s full 
cost accounting was $147,769,000 and $104,053,000 for the years ended 
December 31, 1980 and 1979, respectively. 

The following costs have been deferred in the RRA presentation. 


Year ended December 31, 


1980 1979 
(in thousands) 
Unevaluated acquisition costs............. $ 79,034 $ 53,885 
Exploration wells.in process 2 1 9,846 36,676 
Unevaluated foreign exploration projects ..... 25,146 31,580 


114,026 122,141 
Accumulated amortization of 


foreign exploration projects............. (8,958) (9,047) 
$105,068 $113,094 
Amortization DrOVISION So re $ 4,932 $ 2,148 


Summary of Changes in Present Value of Estimated Future Net Revenues 
Year ended December 31, 
1980 1979 


(in thousands) 


Increases 
Additions and revisions: 2.3200, $ 421,387 $276,429 
Less estimated future development 
and production costs... .7 20 2s 5. 117,544 28,112 
303,843 248,317 
Purchases of reserves-in-place............ 244 20,398 
Expenditures that reduced estimated 
future development costs.............. 121,232 75,845 
425,319 344,560 
Decreases 
Sales of oil and gas and 
value-of transfers. 2s 298,367 214,782 
Less. production: COSstS 2.0.60 sue ae 85,541 57,040 
212,826 157,742 
Sales of reserves-in-place............... 253 3,148 
213,079 160,890 
INGEINCKEASO i. ice rere ee, Sea me ens ay 212,240 183,670 
Balance at beginning of year. ............. 820,655 636,985 
Balance at:end of yearic25 oe ae a $1,032,895 $820,655 
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Financial and Operating Summary 


Husky Oil Ltd. 


1980 


SP CE IR Tat use ypreeemterat come se mere 


1979 1978 NOT 1976 
Financial (thousands of dollars 
except for per share figures) 
Sales and operating revenues ...... $1,282,598 $1,052,979 $772,752 $645,786 $515,217 
Cost of sales and 
operating expenses . 2... 02 912,140 747,347 549,219 463,057 Spay 
Selling, general and 
administrative expenses...... 83,797 58,379 47,511 BR TA! 32,440 
Interest (net of 
interesl INCOME) ss. ee ees 49,395 34,165 17,892 14,012 13,083 
Depreciation, depletion 
BNCadINOnNizaAtlOn wes Goce cl. 86,535 72,738 49,810 41,538 35,789 
(DECC eneees ees ere ok (1,980) (573) (2,151) (3,968) _ 1,015 
1,129,887 912,056 662,281 554,610 459,919 
Earnings before income taxes... . 152,711 140,923 110,471 O16 55,298 
Income taxes 
Gurtentaeeameesn ete. a tre Ve VIE (1,560) 24,969 22,656 18,025 
Watered ee es ks, 53,302 49,383 20,305 15,668 7,330 
60,629 47 823 45,274 GCL iad a lly eee 
Met Caliinesanaue eer ie Slt 92,082 93,100 65,197 52,852 29,943 
Dividends on preferred shares... . 434 460 469 493 523 
Earnings for common shares ...... $ 91,648 $ 92,640 $ 64,728 $52,559 $ 29,420 
Common shares outstanding 
(weighted average in thousands) . . 77,709 TI pe 76,720 ee) 68,488 
Earnings per common share. ..... $ 1.18 $ 1.20 $ 0.84 $55 0725 2s 04S 
Dividends per common share.... . $ 0.15 $ 0.14 $ 0.14 pe O Riei eae Od 
Working capital provided z 
DYFODCEAL ION Sirteactiapeat a aby ee $ 213,162 $ 196,196 $135,334 $112,478 $ 73,748 
Capital expenditures ............ 270,313 226,929 158,297 96,070 98,657 
Wotkine-Gapital age ii ohaiom aidan: 5 106,365 66,092 60,930 78,216 63,003 
NOtaIAISSetS aut Reta cee ear ony sche ts: 1,402,137 1,118,518 838,758 660,640 564,475 
LOne-Temny Geta navies as cee 284,818 190,835 148,947 1355: 393 157,197 
Redeemable preferred shares a 
AGNabWalliGwren aed viata ahs, 7,111 7551 7,748 8,053 8,443 
Operations (daily average) 
Production 
Net crude oil and gas liquids Badia 
SEATS) SISSY Raat re Ts eee SO 39,640 40,852 35,200 35,287 37 30 I 
Cui sGitess ets: utnee ci ds 6 302 6 495 5 594 5 607 » 928 
Net natural gas 18 
Thousand cubic teet 1.2.0)... ; 68,122 69,157 60,829 61,061 39,6 
Thousand cubic metres....... 1919 1 949 1714 1720 1 567 
Refining and marketing 
Refinery runs ‘ 
Barres: means een y caked) nba: 60,178 63,083 60,080 59,521 Die 
CObie MethES ese aciteee eats 9 568 10 030 9547 9 458 8 854 
Refined product sales : 64.895 
Barrels Bree ie tee ey ene es, 63,416 75,161 71,007 68,638 AG een 
CADE NEE eee quintile, 10 083 11.951 11 284 10 907 10 312 


Note: The weighted average common shares and all per common share data have been restated to reflect 
a seven for one share split during 1980. 
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Company Locations 
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Information 


Head Office 

P. O. Box 6525 
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Calgary, Alberta 
WZPsGe 


United States Offices 
P. O. Box 380 

Cody, Wyoming 
82414 


600 South Cherry Street 
Denver, Colorado 
80222 


1980 South Post Oak Road 
Ste. 2000 

Houston, Texas 

77056 


1800 “M” Street N. W. 
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Washington, D.C. 
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